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Abstract
This study examined if sustainable leadership in U.S. banking institutions had a statistical
correlation to profitability between the period of 2008 and 2017. The problem addressed was the
impact of sustainable leadership on the profitability of banking institutions in the U.S. was not
known. The study was significant because of the increased amount of pressure within the
financial sector to increase long-term stability while maintaining profitability. The research
applied a quantitative correlational study to conduct the research. The study found there was no
statistically significant correlation between net income or market value but did find a positive
correlation for return on assets. Companies were identified as having sustainable leadership
through their inclusion into the Dow Jones Sustainability Index (DJSI). The study is relevant to
the field of leadership because it provides additional understanding of the impact that sustainable
actions can have on an organization. The study is also relevant to the business management field
as providing additional research regarding how sustainable methods can provide correlation to
profitability in the context of the return on assets. From a Biblical perspective, Matthew 25:14-30
discusses mankind’s responsibility for stewarding the assets God has provided, an action that
sustainable leadership enhances while incurring profit.
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Section 1: Foundation of Study
The main purpose of business, according to economist Milton Friedman (1970), is to
maximize profits for its owners. The globalization of commerce has created a fast-pasted cycle
of competition and innovation that stretches the scope of profitability. Profitability can be
interpreted by examining either short or long-term timeframe of corporate revenue and efficiency
ratios. Sustainable practices in business that have focused more strategically on long-term
profitability have grown in acceptance to efficiently utilize resources, organizational design, and
even gain competitive advantage. The emergence of sustainable leadership as a method to
evolve with the growing business transition has elicited questions regarding priorities of business
and profitability. The researcher sought to identify if there is a correlation between sustainable
leadership practices within U.S. financial companies and profitability.
Leadership in the financial industry, prior to the mortgage collapse of 2008, made a
continual series of unsustainable fiscal decisions that resulted in catastrophic long-term losses
(Gartenberg & Pierce, 2017). This increased the pressure for a more long-term sustainable
leadership approach to be taken by the financial industry to hedge against the potential threat of a
new financial crisis. Indexes have been developed to identify sustainable leadership
organizations by evaluating their activities and statements. Leadership within the financial
industry is under intense pressure to balance the continued demand for increased quarterly
earnings and long-term sustainability from shareholders.
In response, sustainable leadership practices have been implemented by leading global
finance companies that have been identified by the DJSI. However, the introduction of
sustainable leadership practices has not been reviewed to determine if these actions, post the
mortgage crisis of 2008, have increased profitability as compared to large financial companies
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not located on the DJSI. Profitability is a primary component of business, and a motivating
factor for retaining shareholders and incentivizing new investors. Determining if sustainable
leadership actions by large financial companies impact their profitability can provide new
insights into the benefits of sustainable leadership initiatives.
Background of Problem
Business leadership methods have evolved to meet the needs of global environments and
societal demands. McAdams (1997) described social norms as “informal social regularities that
individuals feel obligated to follow because of an internalized sense of duty, because of fear of
external non-legal sanctions, or both” (p. 340). Societal influence has placed pressure on
corporations to integrate sustainable leadership methods in hopes of curbing unethical and
corporate only focused business strategies. Corporate sustainability is more prevalent because of
increasing economic growth, demands for environmental conservation, and social justice
(Christofi, Christofi, & Sisave, 2012).
The increased social awareness was exasperated in the finance industry by the recent
subprime mortgage collapse, which was highly correlated to unethical and unsustainable
leadership decisions (McCann & Sweet, 2014). Government regulators recognize that in the
wake of the recent financial crisis public citizens desire more sustainable corporate methods to
be integrated, but they do not understand the impact or consequences of those changes (Christofi
et al., 2012). Meta studies have shown the impact of sustainable leadership practices; however,
there has not been a study that specifically measures the timeframe post the financial crisis and
the changes incorporated since. The finance industry was chosen because of the more intense
pressure exerted on that industry towards sustainability in response to the 2008 collapse.
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Problem Statement
Sustainable leadership methods are being integrated into organizations without a clear
understanding of their impact on profitability. Research has been conducted on how sustainable
actions such as triple bottom line and corporate social responsibility impact profitability.
Margolis, Elfenbein, and Walsh’s (2009) meta-study of 214 previously completed studies that
focused on sustainable business practices, not sustainable leadership, revealed a determinable
relationship between those business practices and financial performance on the marketplace.
Székely and Knirsch (2005) argued that sustainability practices can only become pervasive
enough to impact change within an organization when senior leadership work carefully to
examine, implement, and review the sustainability opportunities of their company.
Suriyankietkaew and Avery (2016) found that within Thailand small and medium-sized
enterprises (SMEs) a direct correlation was found between sustainable leadership and
profitability, however, due to differences in Western and Eastern culture, those standards may
not apply within the U.S. Searching the ABI/Inform, JSTOR, and EBSCO databases did not
reveal any additional research regarding the impacts of sustainable leadership on profitability in
U.S. banking institutions.
General business problem. The general problem is that the impact of sustainable
leadership on profitability is not known. Kantabutra (2014) research extensively examines the
implementation and development of sustainable leadership theory but does not address the
impact on profitability. Byus, Deis, and Ouyan’s (2010) research showed that DJSI firms have a
higher gross profit margin than non-DJSI counterparts and they suggested additional research
was needed within localized industries over a larger period. Research currently exists on
sustainable practices and on sustainable leadership, but a review of current academic databases
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reveals no direct study can be found between sustainable leadership and profitability.
Suriyankietkaew and Avery (2016) detailed the impact of sustainable leadership on customer
satisfaction and found empirical evidence that indicated enhanced customer satisfaction, the
research states that further examination of how sustainable leadership impacts other performance
metrics needs to be examined.
Specific problem. The 2008 financial crisis has increased regulatory standards and
public pressure for financial organizations to incorporate high levels of oversight by leadership
to prevent future actions of social and environmental corporate irresponsibility (Christofi et al.,
2012). Leaders are held accountable for profitability and meeting corporate mission or values
statements that often reflect sustainability policies; yet, there has not been identified a formal
study that determines how these policies impact profitability. The specific problem is the impact
of sustainable leadership on the profitability of banking institutions in the U.S. is not known.
Li’s (2006) research discussed the integration of sustainable actions within the U.S. financial
industry but provided no metrics to define if an increase to profitability had been achieved. An
additional search within the most common academic databases did not reveal any literature that
addressed the relationship between sustainable leadership within the U.S. financial industry and
profits.
Purpose Statement
The purpose of this quantitative correlational study is to determine if there is a
relationship that exists between sustainable leadership practices integrated into U.S. banking
institutions and profitability. Since the financial crisis of 2008, pressure on sustainability for the
financial industry in the U.S. has increased. This study examined if sustainable leadership
actions have affected their profitability between the time periods of 2008 and 2017. This was
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completed by using the DJSI composite for verification of sustainability and measuring
profitability of U.S. banking institutions with market capitalization between $1 and $10 billion.
Nature of the Study
This study examined financial companies with sustainable leadership and their fiscal
indicators of profitability. A quantitative correlational study was conducted using a collection of
public information published between the time frame of 2008 and 2017. A quantitative study
was chosen because Lee (1992) stated that a quantitative approach relies heavily on statistics and
figures which correlate directly with the analysis of corporate earnings statements. A
correlational study was elected because Curtis, Comiskey, and Dempsey (2016) stated that
correlational research is focused on the relationships between two variables in two populations.
In this study, the independent variable was acceptance into DJSI composite as a financial
company. The integrity of the DJSI as a proxy for determining the sustainability of an
organization is highlighted by multiple academic authors who recommend the Sustainable Asset
Management (SAM) Group research as the best practice in research (Lourenco, Branco, Curto, &
Eugenio, 2012). An increasing number of studies that examine the relationship between
sustainability and firm performance consider DJSI an appropriate measurement for sustainability
inclusion (Lourenco et al., 2012). The dependent variables were net income, market value, and
return on assets obtained from published corporate earnings statements. Lock and Seele (2015)
stated that quantitative analysis is a tool for interpreting written corporate communication, which
was one of the types of data that were collected.
The justification for not electing a qualitative study was because Székely and Knirsch
(2005) stated that surveys can be unreliable and reflect opinions; making these types of
qualitative designs less reliable for research that requires analysis of measurable data.
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Additionally, in considering a qualitative approach, Lee (1992) found it is typically more
subjective. This study required the comparison and analysis of multiple financial companies and
a subjective perspective could have interfered with the reliability and validity of the results. A
qualitative study would not adequately provide significant findings regarding sustainable
profitability as a quantitative study could produce.
Hypotheses
Is there is a statistically significant relationship between sustainable leadership and
profitability in U.S. banking companies determinable by three indicators of profitability: net
income, market value, and return on assets (ROA)?
H1 There is a statistically significant relationship between sustainable leadership and net
income in U.S. banking institutions.
H10 There is no statistically significant relationship between sustainable leadership and
net income in U.S. banking institutions.
H2 There is a statistically significant relationship between sustainable leadership and
return on assets in U.S. banking institutions.
H20 There is no statistically significant relationship between sustainable leadership and
return on assets in U.S. banking institutions.
H3 There is a statistically significant relationship between sustainable leadership and
market value in U.S. banking institutions.
H30 There is no statistically significant relationship between sustainable leadership and
market value in U.S. banking institutions.
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Theoretical Framework
Academic research has shown the relationship of business and leadership theories on
profitability. This research specifically reviewed the impact of sustainable business and
leadership theories and then examined their relationship with profitability in U.S. banking
institutions. Business theories discussed for having a sustainable focus are the Theory of
Corporate Social Responsibility, Triple Bottom Line, and Stakeholder Theory. Similarly,
leadership theories that have contributed to sustainable leadership development are sustainable
leadership theory, Transformation Leadership, and Ethical Leadership. Table 1 shows that
impact flow through of sustainable business theories through U.S. banking institutions that could
ultimately impact profitability.
Table 1
The Relationship between Sustainability and Banking Institutions for Profitability

Sustainable Leadership Theory. Sustainable leadership theory provides the
fundamental platform for the development of this research. Sustainable actions in business have
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become increasingly relevant and leadership methods need to adapt to the new integration.
Albert (1992) stated that sustainable leadership was loosely based off Rhineland capitalism,
which focused more broadly on how leadership needs to approach business impacts in relation to
sustainability and the broader stakeholder. Research has taken a macro-level approach to
sustainability practices in leadership to better aid in the creation and maintenance of sustainable
focused enterprises (Suriyankietkaew, 2016).
Avery and Bergsteiner (2011) stated, “Sustainable Leadership requires taking a long-term
perspective in making decisions; fostering systematic innovation aimed at increasing customer
value; developing a skilled, loyal and highly engaged workforce; and offering quality products,
services and solutions” (p. 5). This definition provides the theoretical framework for how the
sustainable indexes within the marketplace are created. Sustainable leadership emphasizes a
long-term focus that often incorporates a triple bottom line perspective (Hargreaves, 2007).
Transformational Leadership. The theory of transformational leadership has six
primary elements composed of: identifying and casting vision, providing a model, increasing
acceptance of groups, providing individual support, high performance expectations, and
intellectual simulation (Ramsey Rutti, Lorenz, Barakat, & Sant’anna, 2017). These aspects and
others are main contributors to the theory of sustainable leadership. Other such aspects of
transformational leadership that exhibited are holistic thinking, humanistic thinking, social
optimism, systems thinking, and authentic filtering (Tideman, Arts, & Zandee, 2013).
Sustainable leadership predominately builds upon the vision and holistic aspects of
transformational leadership. Transformational leaders help lead individuals towards something
more than self-gain by providing an inspiring mission or vision (Tideman et al., 2013).
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Transformational leaders focus on generating individual enthusiasm and personal
motivation for change (Thomson, Rawson, Slade, & Bledsoe, 2016). These fundamental goals
translate into sustainable leadership techniques for corporations that are attempting to give the
corporation a deeper meaning and vision to strive towards a holistic perspective. Research
regarding transformation leadership identified that the responsibility of leadership is to identify
needs for change and implement solutions through vision to inspire that change to occur
systematically (Ramsey et al., 2017).
Ethical Leadership. Ethical leadership focuses on both internal and external
accountability factors for a corporation. Ethical leadership requires the management of a
corporation from a set of ethical and moral foundation. Like transformational leadership, ethical
leadership seeks to inspire ethical employee actions towards an organizational vision and culture
that will promote the firm’s growth and social standing (Choi, Ullah, & Kwak, 2015). In
conjunction, sustainable leadership is based upon the concept of ethical leadership by extending
the claim that corporations need to be ethical aware of a wide range of stakeholders to include
the environment and other generations (Peterlin, Pearse, & Dimovski, 2015). A critical review
of ethical leadership reveals that there are four general principles of morality required: justice,
humanity, responsibility, and sustainability (Wang, Feng, & Lawton, 2017).
The academic literature development of ethical leadership helped to define and shape the
sustainable leadership perspectives. The ethical dimension of leadership has increased in
awareness and attention due to large corporate scandals that have involved unethical behavior in
top executives worldwide (Lawton & Paez, 2015). When a work environment or culture is
ethical this places a great opportunity for corporate socially responsibility actions to flourish as
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these actions often influence norms, codes of conduct, and broad corporate agendas (Choi et al.,
2015).
Theory of Corporate Social Responsibility. Developed over early literature beginning
in 1932, the Theory of Corporate Social Responsibility (CSR) became the most prevalent in
literature during the 1980s in response to changing business conditions (Kemper & Martin,
2010). These changing business conditions included the expanding perspective of what
constituted financial performance into a more holistic approach that CSR theory helped to
develop. Lee (2008) stated that during the evolution of CSR theory into a more concreate
application corporate performance shifted towards a single-minded finance driven assessment
into the inclusion of social and financial dimensions. CSR represents a global awareness of
stakeholder feedback to expect modern businesses to account for more than just making money
and adhering to stated regulations (Carroll, 2015). Some of the new measurements for corporate
performance that CSR promoted were quality and value of products or services, customer
satisfaction, employee retention, R&D productivity, market growth and environmental impact
(Lee, 2008).
These new corporate measurements were not intended to diminish the relevance of prior
financial benchmarks, but in theory, enhance the overall understanding of how successful a
corporation is in all facets of activity. Many studies conducted have shown a positive correlation
exists between CSR theory and corporate financial performance (Garriga & Melé, 2004). Lee
(2008) argued that because the concepts of CSR are meant to apply broadly to all activities a
company engages in should theoretically enhance their competitive structure in the market place
and positively correlate to financial performance. CSR theory additionally emphasizes not only
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increasing of marginal profit, but the reduction of marginal costs through customer retention,
employee turnover, and overall risk reduction activities.
Triple Bottom Line. The triple bottom line approach was originally coined by John
Elkington to describe a holistic approach to economic, environmental, and social value
contributing to a firm’s financial status (Hammer & Pivo, 2016). Triple bottom line theory is
enhanced when research presented can correlate financial value beyond traditional methods.
This method has become a dominant approach in how corporations are preparing their reports to
be more transparent (Sridhar & Jones, 2013). This type of public reporting is one way the DJSI
reviews and filters for integration into their model. The triple bottom line aids leadership in
thinking, not only of economic value, but also ways their organization is creating social,
environment, and moral impacts (Harrison & Wicks, 2013).
Stakeholder Theory. Stakeholder theory suggests that financial performance is
important to stakeholders, but it is not the only thing of importance (Harrison & Wicks, 2013).
This theory is fundamentally based on a more ethical and moral foundation of holistic approach
towards the impact of business on society. This theory was not developed to advocate
sustainable practices, but to emphasize the extent by which firms can create more value for
themselves by integrating a broad stakeholder approach. For this reason, the evaluation of SL
and potential impact on profitability is directly linked to stakeholder theory. Freeman, Phillips,
and Sisodia (2018) stated the real issue is not shareholder verses stakeholder, but the reductionist
compared to holistic perspective of business that is defined through business design in value
chain compared to value networks.
Firms that increase the value for their stakeholders will retain support and thrive over
others that are singularly focused (Harrison & Wicks, 2013). In contrast, shareholder theory
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suggests that the sole purpose of business is to produce wealth for the shareholder (Sneirson,
2009). This view point has been supported by legislative systems and reinforced by corporate
behavior. This type of singular focus has resulted in a very narrow view of business
responsibility. Sneirson argued the result of having a shareholder viewpoint was the prevention
of corporations having the ability to pursue a sustainable course.
Definition of Terms
Sustainability: in the term of organizations, means the deliberate focuses both on the
present without compromising the future generation’s ability to meet their own needs (WCED,
1987). Ramsey (2015) noted there are at minimum 300 varying degrees of interpretation for the
term sustainability, but the most commonly referenced is the definition provided by the
Brundtland Commission. The root definition of the work requires that the phrase included both
longevity and the retention of core principles or purposes (Bateh, Heaton, Arbogast, &
Broadbent, 2013). The core purpose of business most commonly referred to as providing
profitability for shareholders. The Brundtland definition of sustainability emphasizes that this
core principle should include future generations (Ramsey, 2015).
Assumptions
The assumption of this research was the screening process of the DJSI appropriately
elects firms which adhere to sustainability practices. For companies to have obtained this level
of sustainable practices, it was assumed that senior leadership is integrating sustainable
leadership practices which are measurable by surveys, reports, and public disclosures. The
information gathered for each firm of publicly stated 10k forms were assumed to be accurate and
provided the best measure of profitability available. The assumption was the results were
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generalizable to other areas of the financial industry beyond the sample population and the
information was relevant to stakeholders.
Limitations
This study was limited to determining the statistical correlation of financial institutions
only within the United States. The study was also limited to financial institutions that
maintained sustainable leadership practices as identified by the DJSI. The only measurements
that were used to determine correlation to their profitability were measured through firm net
income, market value, and ROA. This study was also limited by the extent of screening applied
by the DJSI to identify sustainable firms in the finance industry and classification of financial
organizations.
Delimitations
This study elected to specifically review financial institutions within the United States
during the period of 2006 until 2016. This specific population was determined based on the
timeframe just prior and post the mortgage crisis, which revealed increased societal pressure for
financial institutions to transition towards sustainable leadership practices. This study focused
on U.S. companies to further distill the impact of one specific culture that had integrated
sustainable leadership practices, as sustainability can be differentiated globally between cultures.
The measurement of profitability was chosen to determine if there is a direct correlation
between sustainable leadership regarding net income, market valuation, and ROA. These
specific measurements were chosen to review over the course of a decade to provide a
reasonable measurement of progress and fixate on long-term measurements of fiscal success,
which are a core component to sustainable leadership methods. A shorter time frame would have
prevented an accurate representation of correlation based on sustainable leadership principles.
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Reduction in Gaps
Current literature in sustainable leadership addresses theory and specific attributes of
sustainable leaders. The contribution sustainable leadership methods have on corporate
profitability is lacking. While there has been a significant macro study of sustainable practices
on profitability, this smaller population study in the industry of finance will help to provide a
deeper examination of what correlation, if any, exists. There has also been a significant amount
of research which has examined the causes and effects of the mortgage crisis in the United
States; however, there is a lack of academic research that reviews how leadership changes have
potentially impacted that sector in the past decade. The academic contribution of this research
will help to fill a gap in what relationship exists between sustainable leadership in financial
industry of U.S. companies and profitability.
Implications for Biblical Integration
Sustainable leadership is concerned with long-term stability, value, quality of service, and
solutions for the treatment of employees (Avery & Bergteiner, 2011). Similarly, the scriptures
reveal that God desires man to be cognizant of what he builds, quality, and treatment of others.
In Luke 14:28 Jesus says, “Suppose one of you wants to build a tower. Won’t you first sit down
and count the cost to see if you have enough money to complete it?” (NIV). This scripture, in
context with many others, reveals that God desires man to be able to complete the projects they
begin. Short-term focused approaches to financial institutions have resulted in firms being
unable to complete their business mission and hurting many individuals in the process.
The apostle Paul when talking with the church of Corinth stated that, “All things are
lawful, but not all things are profitable; all things are lawful but not all things edify” (1
Corinthians 6:12, NIV). Profits can be generated in many different methods, but not all those
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methods are edifying to God. God created a monetary system by which His creation has free
will to lead in those markets through edifying manners or corrupt manners. This study sought to
define if there is a correlation between edifying sustainable leadership and profitability that
honors God in practice.
Relationship to Field of Study
Business management focuses on the administration of business tasks within an
organization to include strategic management, leadership, planning, human resources, and
profitability. This study specifically examined two primary business aspects: business leadership
and profitability. Sustainable leadership is a specific business leadership style that has become
more relevant over the past decade since the increased awareness of areas such as triple bottom
line and stakeholder theory.
A Review of the Professional and Academic Literature
The business transition towards a holistic and long-term approach has resulted in business
leadership incurring the responsibility of managing short-term profitability simultaneously
developing strategic plans that focus long-term priorities. The old normative claimed by Milton
Friedman in 1970 that, “the only business of business is business” is now being systematically
challenged. Tideman et al. (2013) responded that this type of perspective would lead towards
fully ignoring the social and ecological well-being of both business and society. Over the last
century the trend towards globalization increased the capacity of goods to be developed and
consumed at a higher rate of frequency, which created a wider audience of consumers than ever
before. The result of the increased pace of marketable materials has caused a growing demand
and competition for resources, which in turn increased the complexity of business leadership.
This complexity has resulted in the field of leadership needs to evolve simultaneously to new
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environments and changing competition. A review of leadership theories that have contributed
to the development of sustainable leadership theory was examined.
Gilding (2011) noted that the combination of both finite resources and rapidly growing
populations would prohibit companies from having a narrow short-term sighted interest if they
desired any form of longevity. A thorough discussion of business theory regarding profitability
was reviewed by including business purpose and fiduciary duty. The new horizon of business
leadership challenges has resulted in the emergence of a deliberate focus on sustainable
corporate actions in that can be molded into a leadership style that is addressed in the literature
review. The new leadership style was termed sustainable leadership, which considers the
collective impact and responsibility of business to nurture, support, and sustains healthy
economic practices through environmental, social, and sustainable efforts (Ferdig, 2007).
In conclusion, the literature review examines the demand for sustainable actions within
business leadership has been exasperated by dramatic unethical and negatively influential
business practices, such as the 2008 mortgage financial crisis in the United States. When the
financial bubble in 2008 burst, mainstream business leaders began to re-examine the basis for
typical leadership methods and started exploring sustainable methods for better long-term
stability and profitability (Tideman et al., 2013). A result of this was the development of
sustainable indices, a review of these indices and determinates is provided.
Sustainable Leadership. The evolving marketplace increased the need for a more
developed business leadership strategy that provided guidance on how to manage competing
priorities of people, profits, and the planet. It is imperative to thoroughly examine the
development of sustainable leadership and its attribute to best identify if a correlation exists with
profitability and U.S. banks. Sustainable leadership has emerged as a method to adequately
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bridge that divide and fill a needed gap in how companies strategically lead towards the future.
In contrast to other leadership methods, it does not advocate towards a specific style, behavior
traits, or methods, which mean the interpretation, can be diverse (Gerard, McMillian, &
D’Annunzio-Green, 2017). Hargreaves (2007) defined sustainable leadership as the
implementation of in-depth learning that does not harm and provides positive value to
stakeholders. In comparison, Suriyankietkaew and Avery (2016) defined sustainable leadership
as a holistic approach to guiding the organization which focuses on the balance of people,
profits, and the planet through evidence-based management strategies. Collective research does
agree that sustainable leaders seek to implement the strongest business management strategies
collinear with sustainable practices to ensure both the current financial success and longevity of
the company.
Strategic management methods combined with sustainable actions require leadership to
focus on innovation, customer value, employee development, loyal workforce, quality products,
services, and solutions (Avery & Bergsteiner, 2010). Avery and Bergsteiner (2011) argued that
concentrated effort on these areas increases a company’s ability to be more flexible, resilient, and
competitive, which is appealing to stakeholders. One of the fundamental responsibilities of
sustainable leadership is to integrate sustainable practices in a way that enhances the value of the
company. This concept is focused on extensively in literature. Sustainable leaders cannot divest
all resources towards sustainable actions and disregard their responsibility towards profitability
that will provide a stable long-term future for the company. Dervitsiotis (2005) clearly stated it
is the primary objective of a sustainable leadership strategy to equip organization to learn better,
faster, and become more flexible so they are better prepared to adapt to future challenges. Those
specific factors stated by Dervitsotis circle back to the concept of long-term sustainable
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practices, which create a foundational competitive advantage now that can help propel the
company towards a stronger future tomorrow.
Increased competitive advantage and innovation provide both short-term and long-term
benefits to both the company and the stakeholders. The congruence of literature highlights that
sustainable leadership means an organization is led through practices that increase both
shareholder and society benefit by implementing values-based decision strategies. Poff (2010)
also focused on the ethical requirement of sustainable leadership and stated that if values and
ethics are not a critical component of sustainable leadership decision making process then
sustainability will be difficult to achieve. Values-based decision processes reduce organizational
risk, exposure, and potential financial loss that deters from the overall long-term sustainability
effort. Sustainable leaders understand the need to carefully guide their organization through
present situations which will guild them into a viable long-term strategy that emphasizes more
holistic approach than only focusing on financial success (Hargraves, 2007). Rodriguez, Ricart,
and Sanchez (2002) in connection stated that sustainable leaders are held accountable for
engaging in behaviors for the right reasons. This means a values-based approach towards both
shareholders and society.
To identify, Suriyankietkaew and Avery’s (2016) research revealed the impact of
sustainable leadership on customer satisfaction by showing empirical evidence that customer
satisfaction was enhanced. This correlated to better customer loyalty and retention. Additional
research conducted by Suriyankietkaew and Avery (2016) of SMEs in Thailand confirmed that
sustainable leadership is significantly linked to corporate financial performance. This research
noted that certain discrepancies between Western and Eastern behaviors could impact certain
sustainable leadership practices. This research examined if a relationship exists in the U.S.
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regarding sustainable leadership and profitability measurable through net income, ROA, and
market value.
Rhineland Elements of Sustainable Leadership. Rhineland capitalism is a European
approach that integrates corporate sustainability practice with a significant focus on long-term
stability and holistic responsibility to multiple stakeholders (Kantabutra & Avery, 2011). The
Rhineland elements of sustainable leadership are reviewed because they provide a structured and
long-standing perspective on sustainability projects within the organization. Avery and
Bergsteiner’s (2011) research revealed that enterprises which incorporate the core practices of
Rhineland capitalism, even in different geographies, can benefit from the sustainable
underpinning. Avery and Bergsteiner’s (2010) research also concluded the Rhineland model is
directly associated with better long-term performance for businesses within the developed world.
The Rhineland elements integrate principals of sustainability into multiple facets of an
organization which lead towards a more collective stability. Kantabutra and Avery (2011)
argued that Rhineland principles led to more effective management of business risks and
opportunities that can entice investors and reduce potential exposure to systemic risks. Most
importantly, Rhineland does not emphasize a single concept, but a holistic approach towards
sustainability that moves the business continually towards a better strategic position within the
marketplace. These organizational changes increase competitive advantage and dually increase
profitability as shown by Avery. In contrast, beyond the seven elements listed below, binti
Zulkiffi and binti Amhad Latiffi (2016) found that Rhineland principles fully integrated into a
business impacts: decision making, ethics, innovation, knowledge management, development,
prioritization, quality, teams, facing uncertainty, and even union-management relationship. The
scope of the impact is pervasive throughout the entirety of the organization.
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Stakeholders. Sustainable organizations are focused on a wide spectrum of stakeholders
their organization can impact, as opposed to the narrow view of only shareholders being
considered when determining business decisions and strategy. Sustainable leadership considers
not only current or future potential consumers and shareholders, but also the society and
environment as stakeholders which play an increasingly more vital role in long-term success.
Leadership that takes a broad approach to the interpretation of stakeholders was shown to be
more financially and socially successful by De Hoogh and Den Hartog (2008). The stakeholder
approach is being consistently reaffirmed through the design of business structures within an
organization being led by sustainable leadership. Gerard et al. (2017) stated the focus on
stakeholders is a critical component of sustainable leadership practices, because it draws a link in
behavior attitude not only to external but internal individuals, such as employees.
Employee Investment. Management’s approach to human capital reflects a firm’s
sustainability strategy (Galpin & Whittington, 2012). Traditional human capital management
views employees as assets that help derive profits through service and actions. Sustainable
leadership’s perspective of human capital in literature reveals it is as an invaluable resource that
needs to be cultivated to retain thought leadership and increase organizational value. There are
three primary components of human capital typically addressed in sustainable leadership
reviews: satisfaction, turnover, and retention. Employee satisfaction is a key performance
indicator for a sustainable organization (binti Zulkiffli & binti Amhad Latiffi, 2016). Employee
satisfaction greatly reduces the risk of turnover and increases retention. Employee satisfaction
can increase productivity and company culture. Sustainable leadership is embedded in the
process of employee and leadership development internally to help reduce the rate of turnover
and increase the quality of retention (Lambert, 2011).
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The effects of employee turnover have been widely evaluated in research and the
negative impact of decreasing productivity, increasing burdens on other employees, and the lack
of skilled employees cause instability (binti Zulkiffli & binti Amhad Latiffi, 2016). These
negative effects can increase marginal costs driving overall profitability down. Sustainable
leadership seeks to find ways to increase stability so they can more efficiently work towards
long-term goals and thereby increase competitive advantages. Employee training, leadership
development, and internal promotion of employees are all methods for increasing retention.
Sustainable leaders seek to integrate methods of human resource design and training to promote
internal candidates over external. Internal promotion can create a competitive advantage through
employee’s long-term experience, skill set, and unique knowledge regarding the organization
that has been retained and linked between employees (binti Zulkiffli & binti Amhad Latiffi,
2016). Succession planning is another form of rewarding, developing, and recognizing internal
talent during an employee’s career path (Gerard et al., 2017). Succession planning is a key
element of sustainable leadership’s ability to ensure that corporate culture is maintained
throughout the organization.
Organizational culture. Sustainable leaders hold a unique view of how an organization
should operate within the marketplace. This perspective can influence how they design and
structure the organization, and ultimately creates a specific type of organizational culture that
reflects those values. Avery (2005) stated that organizations typically manage their culture
through vision or mission statements, values, and philosophies that define their core beliefs and
inform other members of their rules or accepted behaviors. Sustainable leaders help to craft
these statements to reflect sustainable principles and values that then mold the culture and shape
the organization. Kantabutra (2014) noted that statements by sustainable organizations can
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create ‘specialness’ to the culture that differentiates them from other organizations. This benefit
can be leveraged to increase employee satisfaction, retention, or even drive external stakeholder
perceptions. Shared values are centric to aligning employees with a firm’s sustainable efforts
and creating a cohesion that can translate into increased productivity (Galpin & Whittington,
2012).
Long-term perspective. The desire for immediate gratification, globalization, and current
profits has resulted in a much more competitive and complicated marketplace. Shifting
resources to hyper-inflate current earning in the short-term causes long-term potential losses and
drastic instabilities within an organization. Davies (2016) stated that what needs to be done to
change this leadership mindset, is a reconciliation that short-term profitability should not be
viewed as separate and distinct from long-term profit, but as a conjoined, holistic framework
where short-term assets are milestones towards long-term objectives. Lambert (2012) agreed
and emphasized that sustainable leadership does not provide short-term fixes, but long-term
trajectories for the organization and the two concepts should be used to build upon one another to
reach the organizational vision. Sustainable leadership practices are having an increasingly
positive effect within the marketplace. Sustainability has never been as important as it is now to
provide an all-encompassing perspective of the world, and to empower leadership towards
developing a sustainable approach towards business (Peterlin, 2016).
Innovation. Innovation is a key component to competitive advantage, and another critical
component of sustainable leadership. Having a long-term focused approach requires leadership
to create flexible and agile organizational structures that can adapt to change efficiently. The
ability to adapt to these changes requires innovation and future thought. Rhineland focuses on
both radical and incremental innovation which gives organizations the capability to respond to
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market, social, and environmental challenges (Avery, 2005). Sustainable leadership considers
the benefit of having a robust long-term R&D approach, continuous process improvement plans,
and innovation for both services and products (Kantabutra, 2014). Leadership that is focused on
short-term profitability will often change budgets to meet quarterly growth targets causing the
allocation of resources to R&D and innovation to lag (Kantabutra). The sustainable leader
understands the interconnection of short-term and long-term needs and embraces how innovation
can place their organization in a competitive and sustainable stance within their market.
Social and environmental responsibility. Innovation can be compelled by the limitation
of resources and social impact; however, sustainable leadership recognizes the interconnection of
goals and influence of external pressures that can require business adaptation. The Rhineland
approach recognizes that social and environmental responsibility, when appropriately observed,
can allow an organization to integrate value into products and services through sustainable
approaches that will decrease organizational risk and increase value. Investment in green
solutions, products, or technology can often increase current costs but reduce future impact to
revenues and cost structures (Robinson, Kleffner, & Bertels, 2011). Sustainability can have
increased costs, but they are often justifiable when compared to potential benefits and other cost
reduction strategies (Robinson et al., 2011). Research also indicated that socially responsible
firms are associated with improved shareholder value and have been shown to outperform
financially in comparison to their industry and class than other indices (Kantabutra, 2014).
Rhineland principles integrate methods that can increase profitability through being social
conscious and environmentally responsible, while increasing overall firm value.
Ethical behavior. Ferdig (2007) described ethics within sustainable leadership as the
grounding effort that supports the perspective of focusing on actions that are beyond simple self-
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interest. Business ethics reflect the concept that there are boundaries which extend beyond
regulatory policies that companies integrate into their rules of governance that reflect beliefs
within the culture, environment, and society. Sustainable leadership takes an ethical position by
which they positively impact their corporation through risk awareness and positively reflecting
the ethical demands of both society and the environment. Avery (2005) noted that ethics are a
deliberate form of risk management that can benefit a firm’s reputation.
Similarly, Ferdig (2007) stated that sustainability leaders allow their ethical perspective
to help take calculated and informed risks. Ethics can help stabilize the pressure of an
organization to show immediate short-term results as opposed to taking long-term approaches
that could benefit a wider audience of stakeholders. Leadership is constantly under pressure to
show quarterly growth and profits which causes challenges to sustainable leadership attempting
to maintain a long-term focus (Kantabutra, 2014). Sustainable leadership recognizes the holistic
and interconnected approach that ethics can have on each action resulting in long-term impacts.
Ethical behavior within an organization recognizes the relationship that making good decisions
and providing an ethical foundation can reduce risk and increase company value.
Leadership Theories. The World Commission on Environment and Development during
the Brundtland Commission, United Nation session of 1987 was credited with the development
of the term and broad definition of sustainable leadership (McCann & Sweet, 2014). This
definition is the most commonly referenced in literature regarding sustainable leadership
methods and it is also commonly referenced in other topics of research, such as triple bottom line
theory and leadership development. To understand fully the definition of sustainable leadership,
it is important to examine the foundational theories that contributed to the divergence of this
leadership style that is wholly predicated on sustainable business practices. The most commonly
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referenced foundational leadership styles mentioned in academic writings were transformational
leadership, ethical leadership, moral leadership, change leadership, and Leadership Member
Exchange theory. Gini (1997) wisely stated that all forms of leadership reflect the need for
transformation and that all leadership is fundamentally about the facilitation of change within an
organization.
Transformational Leadership. Transformational leadership was originally developed by
James Macgregor Burns as a distinction in process from transactional leadership (Tideman et al.,
2013). Transactional leadership focused on increasing skills and knowledge of employees while
transformational leadership shares a joint motivation that allows them to grow in capacity and
ability succinctly. Burns (1978) stated that a transforming leader recognizes and translates
existing needs or demand of a potential follower to develop a fuller person. Metcalf and Benn
(2013) described transformational leaders as having charismatic and inspiring characteristics that
stimulate intellect and cast a shared vision for employees. Sustainable leadership shares many
commonalities with transformational leadership in its holistic approach towards stakeholders,
intellectual stimulation, cultural motivation, and treatment of stakeholders (Peterlin et al., 2015).
Transformational leadership characteristics are strongly noted in how employees are valued
within sustainable leaders and the need to develop a shared vision for a sustainable future
organization. Bass and Riggio (2006) stated that transactional leaders are those who led through
social exchange by stimulating and inspiring followers to achieve extraordinary outcomes.
Tideman et al.’s (2013) examination of the relationship between sustainable leadership
and transformational leadership revealed that six components of transformational leadership can
be found in sustainable leadership models. These areas include the interdependency of
stakeholders, long-term approach, depth of stakeholder needs, shared value creation, purpose or
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vision, and a collective approach towards success. Research showed that transformational
leadership has a strong link to innovation typically developed through the increased focus on
intellectual stimulation (Bass & Riggio 2006; Shin & Zhou, 2003). Sustainable leadership also
shares the commonality of innovation focused both for sustainable and long-term stabilization
reasons.
Transformational leadership is not described as having sustainable or ethical foundations;
however, research does indicate that a significant level of trust needs to be created by the
leadership and integrity impacts that trust development (Boerner, Eisenbess, & Greisser, 2007).
For both transformational leadership and sustainable leadership to be effective, leaders must
inspire followers to achieve extraordinary outcomes by providing a clear directive of culture or
vision (Boerner et al., 2007). In contrast, transformational leadership has been linked more
directly towards personal charisma; whereas, sustainable leadership had diverged towards
focusing on nurturing future sustainability (Peterlin et al., 2015). The focus on attributes of a
leader are more predominate in transformational leadership methods as opposed to the actions
that impact the broader organization noted in sustainable leadership. The result of
transformational leadership is a mutual satisfaction between the elevation of the followers into
leaders and may of those leaders into moral agents (Burns, 1978).
Ethical Leadership. A core element to sustainable leadership is ethics, this claim is
expanded further than just personal ethical behavior into a wider range of stakeholder and broad
implications (Peterlin et al., 2015). De Hoogh and DeHartog (2008) described ethical leadership
as being transparent and the encouragement of open communication through promoting and
rewarding ethical behavior in followers. Sustainable leadership does not directly address the
rewarding of ethical behavior, but shows a deliberate interaction of how ethics inform the
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development of employee standards and treatment. Ethics also deeply impacts the decision
making process for sustainable leadership as previously described. The principals of an ethical
leader as described by De Hoogh and De Hartog are honesty, trustworthiness, fairness and
caring. These descriptions are used to identify ethical leadership and are very similar to the
description of how sustainable leadership views their ethical approaches towards business,
society, and the environment.
Ethical leadership does not typically require education on how to be ethical. However,
the topic of ethical leadership is a component of sustainable leadership’s developmental training
that provides boundaries for organizational structure which gives leadership a better competitive
advantage and reduces risk. McCann and Sweet (2014) revealed how the concepts of ethical and
sustainable leadership are intertwined and they build to provide organizational success. CEO
ethical leadership has also been shown to provide positive correlation to organizational culture
and firm performance, both aspects that sustainable leadership has been developed to enhance
(Eisenbeiss, Knippenberg, & Fahrbach, 2015).
Moral Leadership. While the similarities regarding ethical and moral leadership are
strong, McCann and Sweet (2014) described moral leadership as a method to produce social
change that satisfies a follower’s authentic need for equity. Ethical leadership is focused on the
behavior of the leader and how their conduct influences followers. Moral leadership is
concerned about filling a void within followers that makes work more fulfilling. Moral
leadership is more centric about the relationship between leaders and followers and how they
have shared needs, goals and values (McCann & Sweet). The similarity of sustainable leadership
is the desire to lead followers towards a positive social change.
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Schuh, Zhang, and Tian (2013) argued that transformational leadership alone does not
necessarily have the interest of the common good at heart. Therefore, enhancing the topic that
moral leadership is a style that works in conjunction with other leadership methods. Sustainable
leaders seek like-minded employees that will help drive the organization towards the sustainable
future they have envisioned. Providing good moral leadership helps to enhance the ethical and
transformational elements of sustainable leadership.
Change Leadership. Change is a centric element to leadership. Moral leadership seeks
to create a positive social change and sustainable leadership seeks to change the way the business
is conducted. Change leadership method examines the ability of a leader to communicate a
compelling vision and gain support from the organization (Goleman & Lueneburger, 2010).
While sustainable leadership does not directly address ‘how’ change occurs within the
organization, it focuses on elements of the organization that must be changed to represent
sustainable ideology. Change leadership requires leaders to actively understand the motivations
of a wide range of stakeholders, engage with them, and then anticipate how their motivations
impact the ability of an organization to change or adapt to change (Goleman & Lueneburger,
2010).
Sustainable leadership emphasizes the broad viewpoint of stakeholders and recognizes
that focusing on future needs leads the organization towards flexibility to adapt to change,
innovative, and seek competitive advantages. Change leadership focuses not only on external
influences, but also internal awareness and beliefs (Anderson & Anderson, 2011). Recognizing
the change is a relationship between multiple factors both internal and external, sustainable
leadership methods derive foundation from change leadership in their holistic approach at
viewing business opportunities and challenges.
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Leader Member Exchange Theory. Gerard et al. (2017) argued that sustainable
leadership builds directly on the elements of leader member exchange theory because of the level
of importance that stakeholders are given within sustainable leadership. Graen and Uhl-Bien
(1995) stated that Leader member exchange theory is a relationship-based approach to leadership
which requires leaders and followers to develop a mutual relationship derived from dual benefits.
Leader member exchange theory is a process approach that is constructed on the dynamic
interaction between leaders and followers. Leader member exchange theory identifies that both
leaders and followers are active participants in the leadership process, and effectiveness is
dependent upon the interaction (Bruekelen, Schyns, & Blanc, 2016). Sustainable leadership
cannot independently cause the cultural or organizational change structure required for success,
but is highly dependent on the translation of the vision and action of followers to be successful.
Graen and Ulh-Bien argued that leader member exchange is both a transactional and
transformational leadership style by beginning as a transactional social change and evolving into
a transformational affect (1995). Sustainable leadership has the same ideology of impact by
infusing both transactional within an organization that then becomes a transformational effect
socially.
Leaders in leader member exchange theory recognize that followers or stakeholders can
directly impact the organizational direction of the company over time. This influence is exerted
by societal pressure, trends, and ethical beliefs. For sustainable leadership to be effective, the
understanding of leader member exchange theory is a component of implementation and overall
success (Gerard et al., 2017). Sustainable leadership recognizes the relationship between leaders
and followers that the exchange theory examines and utilizes those principles in the development
of business strategies and policies.
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Business Theory. The examination of business theory provides fundamental support for
how leadership methods directly impact company culture, profitability, and success. The review
of business theories aids in the examination of how profitability is determined and related to
leadership methods. Top management leadership plays a critical role in determining how
resources are allocated, by which method, and which leads to the ultimate outcome of
profitability. Leadership also helps define which stakeholders they will devote time and
resources towards to increase value, customer loyalty, and increase capital returns. Echelon
theory reveals the existence of a strong correlation between upper management and company
directionality (Eisenbeiss et al., 2015). Whereas stakeholder theory reveals how organizations
have shifted from shareholder focus towards the inclusion of society, environment, and
profitability as a more holistic method of management (Jensen, 2002). Both business theories
present justifications of how leadership can impact the sustainability and profitability of an
organization.
Echelon Theory. Child in 1972 asserted that top management’s strategic decisions
directly affected firm performance and actions (Eisenbeiss et al., 2015). The echelon’s theory
also goes on to state that because strategic decisions are often complex and ambiguous, situations
can cause leadership personalities to determine how information is interpreted and that directly
impacts their decisions (Eisenbeiss et al., 2015). Hambrick (2007) went on to state that personal
constructs greatly impact manager choices and decisions; therefore, performance outcomes are
often a direct reflection of personal characteristics of top management. Echelon theory reveals
that top management exerts extreme influence of how a company is managed and their influence
is largely based on personal characteristics or beliefs.
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Upper echelon theory research showed that CEO characteristics are significantly related
to firm performance and this correlation exists in a wide diversity of industries and
organizational styles (Eisenbeiss et al., 2015). In this instance, Hambrick (2007) found that
executives under pressure often take mental shortcuts and fall back on actions they have seen
succeed in their past; therefore, their choices often reflect personal experiences and positions.
Companies that have a deep-rooted culture of sustainability have developed this through
sustainable leadership. Top management is a critical component in facilitating the adoption and
communication of sustainable values that would need to be integrated for the organization to
produce any significant measure of sustainable action throughout the corporation.
Stakeholder Theory. Prior to the 1980s, the dominate theory of shareholder value rested
on the presumption that a firm belonged to the shareholders, and that shareholder return was the
ultimate metric for overall firm performance (Hubbard, 2009). French economist Michel Albert
(1992) stated that in the most extreme form, the sole pursuit of profit is a threat to capitalism
because it focuses solely on the short-term profit and combats long-term thinking, planning, and
investing. Since the early 1990s, a broader view of responsibility to stakeholders has come to
prevail in society, and firms have a wider accountability to all potential areas of influence, not
only shareholders. Stakeholder theory compliments Albert’s statement by emphasizing the need
for organizations to provide value to a broad spectrum of individuals, as opposed to only
shareholders. Sneirson (2009) stated that shareholder wealth maximization does not provide
long-term value, it minimizes shareholder wealth by decreasing sustainability. Stakeholder
theory asks managers to make decisions based on the interest of all stakeholders to include
societal, environmental, and shareholders (Jensen, 2002).
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Stakeholder theory expands the fundamental thinking of where profitability is derived
from. Firm profitability was defined as being the total value created by a firm’s activities, which
include sustainability measures (Harrison & Wicks, 2013). McCann and Sweet (2014) argued
that increased focus on a wider range of stakeholders helps an organization bridge the gap
between social and corporate performance values. For this reason, the triple bottom line
approach is also based on stakeholder theory because it takes a much wider perspective of how
an organization’s activities impact organizational performance (Hubbard, 2009). Smith’s (1776)
argument that healthy markets allow individuals to choose, emphasizes the principle of
stakeholder theory that increased value can increase consumer willingness to purchase company
products. Stakeholder theory emphasizes the need for sustainable leadership methods that
provide a holistic perspective of profitability and corporate structure.
Strategic Planning. Business management requires strategic planning methods that look
at the organization and help define structures by which they will obtain increased profitability
over both the short and long-term. Strategic planning also requires the integration and
correlation of all new plans to conform to the company vision or mission statement. Top
performing businesses are finding increased success by including sustainable principles into their
holistic strategic planning (Senxian & Juatras, 2009). The amount of decisions that strategiclevel leaders make on a regular basis varies, but their impact has been proven in a wide range of
research (Hambrick, Finkelstein, & Mooney, 2005). These decisions directly impact the tone
and culture of the organization. Companies that take a short-term financial focus or shareholder
approach, are becoming less competitive within the marketplace. Tideman et al. (2013) stated
that leading companies are being increasingly recognized for their sustainability approach, which
is quickly becoming the next mega-trend.
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Implementation of sustainable strategies requires careful planning and consistent
implementation, which requires both understanding and resources from leadership. These
processes are multi-stepped and need to be integrated with both effective communication and
metrics to ensure long-term success (Senxian & Jutras, 2009). Sustainable leadership works to
ensure that their sustainable vision penetrates all areas of the organization. Research has shown
that best-in-class organizations are 16% more likely to have an organization-wide sustainability
policy, as opposed to their counterparts (Senxian & Jutras, 2009). Best-in-class and top
organizations are recognizing that during strategic planning cycles, they must carefully examine
how to integrate sustainable policies and actions to maintain competitive advantages and insure
profitability.
Corporate Sustainability. As social issues became more prevalent in the 1980s regarding
human rights, quality of life, and the environment public pressure increased for new approaches
to society and business to help diminish these impacts (Linnenluecke & Griffiths, 2010). As
mentioned previously, the U.N. World Commission defined sustainable development as
“development that meets the needs of the present without compromising the ability of future
generations to meet their own needs” (WCED, 1987, p. 43). Székely and Knirsch (2005) found
that corporate sustainability is only integrated effectively when an active leader champions the
approach. Corporate sustainability was a vision that began in the 1980s for what companies
could become, but sustainable leadership was the vehicle by which it could be accomplished.
Sustainable leadership must carefully examine all factors of an organization that would impact
and determine sustainability performance within their organization and their suppliers (Székely
& Knirsch, 2005).
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Corporate Social Responsibility Theory. Academic literature suggests that CSR
beginnings can be traced back centuries in early economic theory; however, the modern
implications of CSR were predominately compelled by Howard Bern’s book entitled Social
Responsibilities of the Businessman published in 1953 (Carroll, 2015). The increasing social
movements and civil rights era in the 1960s further pushed the consciousness of a wider
stakeholder responsibility to the forefront of business management discussions. New agency
developments in the U.S. during the 1970s can be linked to CSR perspectives such as the
introduction of the Environmental Protection Agency (EPA), Occupational Health and Safety
Administration (OSHA), Equal Employment Opportunity Commission (EEOC), and Consumer
Product Safety Commission (CPSC; Carroll). The period between the 1970s and 1990s showed
increased consumer awareness to ethical and social accountability within the marketplace.
Modern CSR of the 2000s has shown a desire to intertwine competitive profits and social
ideologies of how business should be conducted (Heath & Waymer, 2017).
Academic literature does not provide one concise definition of CSR theory, partially
because of the evolution of impact and business lenses. Carroll (2015) stated that CSR is mostly
commonly viewed by society and employees as activities that corporations embrace that are not
required by law to enhance societal favor while continuing to meet investor expectations. In
contrast, Heath and Waymer (2017) stated that corporations utilize CSR to either bend social
constructs to serve themselves or bend themselves to serve social constructs. CSR plays a vital
role in both impacting current business practices while continuing to evolve as societal demands
change. Businesses continue to engage CSR theory to competitive frameworks ultimately
because they receive a form of societal and profitable benefit.
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Correlations to CSR and profitability were researched by Byus et al. (2010) who found
that when using a sample of U.S. firm in the Dow Jones Sustainability Index as a
predetermination of CSR practices, companies of comparable size, industry and year had higher
margin profits than non-DJSI firms. Their research indicated a positive correlation to CSR
practices and profits. CSR is focused on impact and long-term approaches a component of
which is the future narrative of how a corporation will be perceived. A historical review of CSR
conducted emphasized that while corporations cannot change negative behavior in their past, the
integration of CSR actions can change their future perceptions and provide a better legacy
socially and for successors (Schrempf-Stirling, Palazzo, & Phillips, 2016).
Sustainability. Sustainability within the context of a business framework has been
widely researched and discussed over the past two decades. Peterlin et al. (2015) described
sustainability as a long-term journey which mandates sustainable leadership and direction that is
held accountable for strategy and decision making that reflect a sustainable commitment. While
there are a growing number of metrics to determine how sustainable actions are quantified within
an organization, there are very few industries that have regulatory measure demanding
accountability. This has left sustainable actions within a corporation to be predominately selfregulated and then reported in a corporate sustainable report that provides both a level of
transparency and accountability for the organization.
Research regarding sustainable actions by a company shows an increased positive social
and environmental performance that is directly correlated to the perceived long-term viability of
the company (Senxian & Jutras, 2009). Sustainable organizations typically have a more holistic
approach and make decisions based off their sustainable mission statement. Research also
revealed a correlation between sustainability and competitive advantage because of enhanced
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reputational value or considering a broader spectrum of stakeholder perspectives (Senxian &
Jutras). The research presented by Senxian and Jutas predominately relied on surveys conducted
of organizations that had implemented sustainable methods. To increase reliability of those
results, research has been done on determining the appropriate metrics for determining the
relationship between sustainable actions and internal company benefits. Successful sustainable
efforts require a change in corporate culture and that often includes the development of new
benchmarks to measure progress, success, and challenges.
Sustainability and Profitability. French economist Michel Albert wrote that the sole
pursuit of profits is a threat to capitalism because of the hyper-focus on short-term profits, which
diminishes long-term planning, investing, and thinking (Avery & Bergsteiner, 2011). Recent
research indicates a strong correlation between sustainable actions and profitability within an
organization. Suriyankietkaew and Avery’s (2016) research confirmed that adopting sustainable
leadership practices was linked to significantly enhance corporate financial performance.
Margolis et al.’s (2009) meta-study found that the relationship between socially responsible
practices and financial performance was positive in 27% of the 167 studies that were examined,
not significant in 58%, and only two percent found a negative correlation. The conclusion of
their study found that after 35 years of research, the predominance of the information concluded
there is at least a mild positive correlation between corporate social performance and a firm’s
profitability (Margolis et al., 2009).
Even with the preponderance of research, Senzian and Jutras (2009) concluded that many
organizations still confuse corporate responsibility with philanthropic actions that are costlier
then beneficial. This emphasizes the need for clarity among research and sustainable leadership
methods that provide context towards sustainable initiatives and their benefits. Theories that

37
compliment sustainable business approaches have emerged in management literature such as the
triple bottom line approach that provides a measuring standard for corporate performance and
success (Sneirson, 2009). While the triple bottom line approach is not all inclusive, it does
provide a standard of measurement that can be foundational for a company or leadership looking
to provide a groundwork moving towards sustainability.
Measuring Sustainability. RobecoSAM creates and reports on the methods for
measuring the intangible elements of sustainability within an organization by looking for
evidence of a company’s self-awareness of sustainability issues and efforts that indicate
strategies to address them (RobecoSAM, 2017). Hubbard’s (2009) research of sustainable
metrics showed the diversity by which different sustainable organizations group the intangible
measurements of sustainability. Broad topics such as ethics, accountability, environmental,
social, human rights, and stakeholder inclusion were common themes throughout all four of the
top current reporting practices (Hubbard, 2009). Székely and Knirsch (2005) found that
measuring of these different topics was conducted through surveys, awards, investor criteria,
benchmarking, indexes, external communication, standards and codes, regulation, and even
accreditation policies.
The development of a standardized test for sustainability metrics is complex because the
concept of sustainability is unique to each sector, industry, even business. For example, while a
large coal company in the energy sector is concerned about their tangible environmental impact
that same concern is not as relevant within business banking. Inversely, business banking’s
concern over employee retention and treatment of customers is a higher value and relevance than
a coal company. Székely and Knirsch (2005) also found that surveys tend to be unreliable and
reflect opinions, but rarely provide hard-core data necessary to make an accurate assessment of
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sustainable performance. The complexity of measuring sustainability within an organization
requires the expertise and dedicated resources of a large firm to insure accuracy, consistent
methodology, and accountability. For that reason, the RobesoSAM methodology, which has
been developing and refining their assessment of sustainable organizations since 1999
worldwide, is the most respected and frequently utilized resource for determining sustainable
organizations (RobescoSAM, 2017).
Business Purpose and Fiduciary Duty. Defining the purpose of business has been a
central debate between philosophers, legislation, and leaders for centuries. The most common
perception in business currently is the purpose of business to generate profits. This idea is
centric because of two primary statements, one by the Michigan Supreme Court and the second
by the well-known economist Milton Friedman. In 1919 the Michigan Supreme Court in Dodge
v. Ford clearly articulated that the primary purpose and function of a business corporation was to
create financial gain for its shareholders.
A business corporation is organized and carried on primarily for the profit of the
stockholders. The powers of the directors are to be employed for that end. The
discretion of directors is to be exercised in the choice of means to attain that end and does
not extend to a change in the end itself, to the reduction of profits, or to the nondistribution of profits among stockholder to devote them to other purposes. (Clark &
Babson, 2012, p. 825)
This sentiment was reinforced over the decades and in agreement of this position. Milton
Friedman argued that suggesting a firm has any other responsibility is “undemocratic in principle
and tantamount to the appropriation of shareholder property in consequence” (1970).
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Shareholder value. From the long-held assumption that the primary purpose of
corporations is to generate profit comes the shareholder model of business purpose, which is
grounded predominately in agency theory. Agency theory states that managers are the agent for
the owners or shareholders and the firm is the property of the shareholders (Gallagher, 2014).
Conflicts can arise when managers perspectives on how to take care of the property differs from
the owners or shareholders. Most American public corporations have three primary groups that
hold power of determining business decisions: executive officers, the board of directors, and
shareholders (Anabtawi & Stout, 2008). These groups have differing degrees of responsibilities,
rights, and privileges. Agency theory states that creation of value for the shareholder is the
primary purpose of the firm, and responsibility of the executive officers and board of directors to
maintain that focus through strategic decisions. This perspective treats the firm as only an
economic entity with only an economic purpose (Gallagher, 2014).
There have been rising challenges regarding the term profitability in context of
timeframe. Does seeking shareholders interest in creating value mean immediate or long-term
viability? The long-term security of a firm that will extend the life of the firm and generate
greater profitability over the course of time is an item of consideration in context of shareholder
value (Gallagher, 2014). Karns (2011) in contrast, harshly stated that shareholder value is
morally deficient in contemporary society and ethics because it encourages short-term thinking
and disregards social, moral, and ethical aspects of life.
Fiduciary Duty. Examining the legal aspect of business purpose requires a deeper
articulation of fiduciary duty. Anabtawi and Stout (2008) stated that fiduciary duties fall into the
category of the duty of loyalty and the duty of care. These are the most common types of
fiduciary references when debating public company’s responsibilities to shareholders. The duty

40
of care, simplistically put, means the fiduciary will not act negligently. Duty of care can apply if
it is well-intentioned; however, the duty of loyalty focuses more directly on motive of the
fiduciary (Anabtawi & Stout, 2008). This more expansive term, duty of loyalty, requires that a
fiduciary act in the best interest of the beneficiary always; which can imply the shareholders.
Lydenberg (2014) best describes the fiduciary duty by revealing the legal aspect of protecting
assets, and the economic aspect of fiduciaries taking the place of investors in the marketplace to
manage those assets. The context of fiduciary responsibility is deeply interwoven into business
purpose and legal responsibilities.
Stakeholder Value. Stakeholder value holds the view that a broader number of
individuals should be considered when making organizational decisions than just shareholders.
Gallagher (2014) stated that proponents of stakeholder theory emphasize a multi-fiduciary
responsibility to a broader group of constituents. This would imply that corporations could have
a duty of care and duty of loyalty to a broader group of individuals than just shareholders.
Stakeholder value concentrates on the maximization of value for all, or as many as possible.
Support for this perspective can been seen in Clark and Babson’s (2012) research that showed in
surveys conducted, 49% of Americans have boycotted companies whose actions they perceived
were not in the best interest of society. Additionally, 87% of consumers would switch, all things
in price and quality being equal, from their current brand to another brand that is more socially
responsible (Clark & Babson, 2012). The argument for profitability remains the same in
stakeholder theory, if a corporation can produce greater profits by enticing a wider audience of
consumers to purchase their goods by having socially responsible actions, then that is to the
greatest good of the shareholders.
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Corporate Profitability. Financial performance is important to many different
stakeholders, but it is not the only aspect of value that stakeholders and corporations consider.
Financial measures offer important information to stakeholders and what gets tracked is of high
value to management within an organization (Harrison & Wicks, 2013). Traditional financial
metrics have been historically utilized to determine profitability. Barney (2011) stated that
financial metrics are important to core stakeholders, but they can oversimplify and provide an
incomplete picture of utility and value within an organization. Utility that stakeholders seek is
complex and can often pertain to more than just economic value (Harrison & Wicks, 2013).
Using traditional methods of quantifying corporate profitability provides an acceptable
measurement of comparison.
Companies use most of the same measurements for identifying and comparing
profitability. Corporate profit metrics are one of the most important indicators that are
considered by investors prior to investment (Batra & Kalia, 2016). These metrics are often
audited annually and posted publically as a disclosure if they are publically traded on a quarterly
basis. The most common profitability measurements are net income, market value, and ROA.
While there are many other detailed forms of measuring profitability within an organization,
these metrics provided an easily correlated determinate of how profits are being generated, and
how efficient the company is with those profits.
Sustainable Leadership and Corporate Financial Performance. Harrison and Wicks
(2013) emphasized the importance of considering multiple measures of firm performance. There
is a growing acceptance that a diverse group of factors directly impact corporate financial
performance. Suriyankietkaew and Avery (2016) predicted that sustainable leadership practices
will enhance long-term performance and profitability of an organization by correlation
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sustainable leadership actions with financial performance drivers. These sustainable leadership
actions are the increase in customer value, employee benefits, knowledge sharing, corporate
responsibly, talent management, and shared vision. Avery and Bergsteiner (2010, 2011) show
that sustainable leadership actions have been directly correlated to increased sustainable financial
performance. Suriyankietkaew and Avery (2016) concurred with this assertion, but noted the
correlations were derived using a diverse set of metrics.
Firms realize greater shareholder value by reducing costs or increasing customer
satisfaction or perceived value (Dotzel, Shanker, & Berry, 2013). Harrison and Wicks (2013)
study found the collection of data regarding what drives consumer value increases stakeholder
loyalty, leads to better innovation and enhanced efficiency, which can guide firm development
towards better performance. Research has proved that a firm’s reputation for sustainable
commitment is an intangible resource that increases firm value, which can translate into
increased cash flow and reduced costs (Robinson et al., 2011). Sustainable leadership focuses on
enhanced value and increased employee retention and career support. Firms that take a longterm approach to employee development show an increased retention and positive profitability
metrics (Joyce & Slocum, 2012). Sustainable leadership practices focus on the inclusion of
sustainable vision into employees, which is also shown to enhance talent management and
organizational strategy (Joyce & Slocum).
Shared vision allows a corporation to work succinctly together towards a commonality of
goals. Share visionary leadership has been directly linked to enhanced business performance
(Jing, Avery, & Bergsteiner, 2014). Sustainable leadership focuses on the implementation
strategy of a shared vision, effective communication to the teams, and working towards a strong
positive culture within the organization which all have been shown to directly correlate to

43
impacting corporate financial performance (Wong & Avery, 2009). Shared vision also included
having the willingness to share knowledge and resources internally for the purpose seeing one
common vision come into fruition.
Studies regarding knowledge management revealed an empirically validated positive
relationship between total knowledge management, team creativity, and financial performance
(Sung & Choi, 2012). Innovation, creativity and knowledge sharing are a significant component
of sustainable leadership that is being shown to driving corporate performance. Zack, McKeen,
and Singh (2009) research agreed with this assertion when they showed that knowledge
management practices have a direct relationship with organizational performance that translated
into a financial performance. The whole of the corporation’s actions directly drives positively or
negatively the directionality of performance. Social responsibility which permeates all aspects
of leadership, structure, and activities has also been shown to have positive correlations to
profitability. Social responsibility was being noted as a competitive advantage that allows
organizations a firm’s operating performance to be enhanced steadily over time (Lu, Wang, &
Lee, 2013).
Research consistently indicated that firms with a reputation of sustainable leadership
have higher market valuations (Christofi et al., 2012). Literature supports through a wide
arrangement of studies that sustainable leadership and corporate financial performance are
correlated. Suriyankietkaew and Avery (2016) support this assertion by stating that a wide
variety of research link specific sustainable leadership practiced to increased financial
performance. While a diverse group of factors impact corporate financial performance, there are
several traditional methods for measuring and comparing financial performance of corporations.
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Net Income. The net income can be found on the income statement, and it represents the
corporate revenues minus the expenses. This profitability ration often reflects the effect of
management’s operations decisions, while including external systematic risk such as markets,
demands, currency, and price changes (Torok & Cordon, 2002). This measurement is important
when comparing sustainable leadership method because it incorporated how management
decisions are impacting the overall net income of the organization. The net income focuses on a
reasonably comparable rate of profit a company produces since the expenses are extracted.
Comparing only revenues could produce a widely different result because sustainable
organizations focus on maximization of current assets, which can reduce expenses that are being
generated; thereby, altering the actual profitably to a company.
Return on Assets. ROA measures a company’s performance in how well they use assets
to generate earning; which can also be termed as profit per dollar of assets (Torok & Cordon,
2002). This is an important metric regarding sustainability leadership because it reveals how
efficient the organization is being with the assets they have. ROA is also commonly defined as
net income divided by total assets. This information is listed on a company’s income statement
where the net income represents profits after taxes. Improving ROA can come in two forms by
changing either side of the equation. Either by increasing net income of an organization by
increasing profitability or reducing taxes or by reducing asset costs.
Market Value. Market value of a company is a numerical representation that compares
the market value of a company’s investment to their historical cost that is revealed on the balance
sheets (Torok & Cordon, 2002). Market value is for a publicly traded company and is calculated
by multiplying the outstanding shares by current share price. This metric also provides some
insight into investor and societal influence, or perceptions of the company. Adam Smith (1776)
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argued that within healthy markets customers had the capacity to choose what they will buy and
from whom based on the greatest value they could obtain for what value they were willing to
give up. The value of current stock price can be impacted both positively and negatively by
consumer sentiment. Sustainable leadership methods that increase perceived value of their
products through sustainable actions can increase what investors will pay to purchase stock in
their company.
Financial Sector. The financial sector of industry has grown significantly over the last
decade due to the combination of multiple factors that include globalization, high wages, and
diversified products. Sneirson (2009) stated that managing companies should lead to shareholder
wealth maximization, which translated into additional capital for expansion and a competitive
place in the market. The relationship with shareholders capital to increase corporate capacity has
contributed to a wider variety of companies entering the financial market to increase their
competitive advantage. Literature has shown that increased pressure has caused corporate
managers to fixate on stock price maximization to increase shareholder wealth that translated
into jobs, promotions, or raises (Sneirson, 2009). The financial crisis in 2008 caused firms to
analyze these prioritizations and compensations compared to societal mistrust. The financial
sector began to understand the benefits that socially responsible actions could have on their
organization’s image and profitability (Paulet, Parnaudeau, & Relano, 2015).
United States Financial Sector. In the last three decades the financial services industry
has seen enormous growth as determined by share of GDP, average wages, and quantity of
financial assets (Greenwood & Scharfstein, 2013). The U.S. financial market specifically has
made significant bounds in growth contributions. Greenwood and Scharfstein research found
that the financial sector only accounted for 4.9% of GDP in 1980 and by 2006 it had nearly
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doubled to 8.3%. This steep up rise in contribution could be correlated significantly to the
accessibility to products that began in the 1960s and 1970s. Ryan, Trumbull, and Tufano’s
(2011) research showed that as households become more individually financially responsible,
combined with the increase use of credit and deregulation within the U.S., the financial sector
drastically expanded when compared to other advanced economies, such as Europe and Japan.
Per capita real disposable income grew within the U.S. from $12,521 per year in 1950 to $36,680
by 2010 (Ryan et al., 2011). This increased disposable spending which fueled the U.S. economy
and further launched the financial sector into GDP powerhouse.
Not only did personal income grow, but the high wages that could be earned within the
financial market attracted great attention. Greenwood and Scharfstein’s (2013) research showed
that graduates from Stanford’s MBA program who went into the financial sector in 1990s earned
more than three times the wages when compared to other classmates. Innovation within the
financial sector generated new and easily available financial products that were customized to
the growing demand of the consumer market. During the 1980s, the types of mortgage products
that became available were much more diverse than the standard 30-year fixed mortgage
products previously presented (Ryan et al., 2011). This diversification allowed for increased risk
absorption from the borrower and increased capital for financial firms. Mortgages were not the
only quickly diversifying product on the financial market; quickly following suit were contracts,
stocks, bonds, derivatives, and mutual funds emerging into easily accessible public products.
Greenwood and Scharfstein’s research found that in 1980 the value of total financial assets was
almost five times the U.S. GDP, by 2007 that ratio had doubled. The course of extreme growth
was about to hit a hard wall of correction that caused the greatest recession of this century.
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Financial Crisis. According to Henry M. Paulson, Jr., U.S. Treasury Secretary, the
financial crisis of 2008 was largely caused by complex financial products that lacked an efficient
and effective regulatory system to provide oversight (Harvey, 2013). The massive growth the
U.S. financial sector had benefited from since the deregulation in 1980s caused an increased flux
of product that the government was not fully prepared or capable of monitoring. Pajarskas and
Jociene’s (2015) research concluded that inefficient governmental controls allowed banks and
other financial institutions to engage in risky subprime mortgage markets without having
adequate capital reserves and controls in place. McCann and Sweet (2014) also contended that
lack of ethical and sustainable decision making in the financial sector’s leadership greatly
contributed to the collapse of local, national, and global markets. Government does not bare the
sole burden of ensuring that companies provide suitable products to market.
The U.S. financial institutions had a wide range of latitude to take on unstainable
amounts of debt and assume excessive risk that became a lethal combination (Harvey, 2013).
The outcome of which was the collapse and bail out by government of several major institutions
to include Lehman Brothers, Fannie Mae, Merrill Lynch, Freddie Mac, and IAG (Ting, 2017).
Harvey asserted it was government failure to understand or control the amount and types of
credit that was being extended to the nation’s financial institutions. In contrast, McCann and
Sweet (2014) argued that it was the responsibility of institutions to have a more sustainable
approach, and it was reckless to take on such uncontrolled credit and risk. Gartenberg and Pierce
(2017) assert the responsibility of leadership through their study of the compelling role corporate
governance places on banking institutions by examining the market failures from the mortgage
crisis.
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Globalization had interconnected not only resources and consumers, but financial
systems as well. The global banking system was deeply impacted after the subprime mortgage
collapse because of the interconnection and complexity which released large amounts of toxic
collateralized debt obligations into the financial system (Ting, 2017). Poff (2010) recounted the
situation and stated the global financial crisis has truly revealed how interconnected our
economies are and made clear how we all suffer when unsustainable practices are utilized. The
backlash of this financial crisis was the emergence of societal pressure for greater regulation and
firm accountability. Regulatory guidelines are being increased to prevent the potential future
cost to society and the environment from corporate irresponsibility (Christofi et al., 2012).
Sustainable Indices. The financial crisis of 2008 did not initiate the creation of
sustainable indices, but literature seems to suggest it did enhance their value and resource. The
most widely recognized international socially responsible indices are the DJSI, FTSE4Good
Indices, and KLD Domini 400 Social Index, which was produced in 1990 (Charlo, Moya, &
Munoz, 2015). While the European Form of Sustainable Investment (Eurosif) has been
acknowledged as pushing social investment, the strongest pull for these indices has come from
investors that are showing increased interest in holistic business practices and companies that
value social and environmental impacts (Charlo et al., 2015). The increased societal pressure has
caused a response from both indices makers and corporations to been added to those groupings.
Additional, and lesser known indices are the Ethical Index Management System, ASPI family of
indices, Calvert Social Index, and Citizens Index (Charlo et al., 2015). This listing does not
include the outcropping of mutual funds companies that have been created in variant degrees for
sustainable and ethical purposes as well.
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Comparison of the topic sustainable indices was completed by Chatterji and Levine
(2006) who reviewed the differences in determining criteria and weighted systems for evaluation
of the corporations accepted into the indices. Concerns have been addressed about the
transparency and collect of data used by index firms. Delmas and Blass (2010) reviewed
sustainable ratings activated based specifically on corporate environmental performance and
found that ratings organizations invest significant costs to obtain management data that is
propriety to themselves to sell back to its investors. The lack of transparency regarding the
information collected makes it difficult to determine validity or potential biases in the index
ratings.
Methods of Sustainable Determinates. While there is a diverse group of indices that
have focused on identifying and grouping sustainable organizations, literature suggests there is
no standard agreed-upon method for measuring sustainability within a corporate.
Suriyankietkaew and Avery (2016) for their comparison of sustainable leadership practices in
Thailand SMEs used Avery and Bergsteiner’s (2011) Sustainable Leadership Questionnaire.
This provided their research with a format to determine sustainable leadership actions within a
country that did not currently have metrics in place. Companies that integrate sustainable
methods have leadership that is engaged and sets benchmarks to determine the level of
penetration and success. Searcy and Elkhawas (2012) stated it is imperative for corporations to
clearly define and measure internal sustainable performance if they desire them to be a source of
value and profit creation.
Identifying the extent by which an organization integrates sustainable economic,
environmental, governance, and social actions into their operations are determinates for
sustainable performance measures. Searcy and Elkhawas (2012) stated there is no universally
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agreed metric for corporate sustainability and that corporations must define their own
benchmarks for determining penetration or success. Without a common standard of universally
agreed metrics, it can be difficult to make comparisons. The implementation of sustainability
can differ between industries based on environmental and regulatory requirements which
enhance the complexity of making comparing across industries. The complexity and cost of
obtaining proprietary company information is also prohibitive to research obtaining large
amounts of internal sustainable data for analysis. For this reason, many academic researchers
use the DJSI, which has a consistent method for identification and measurement of sustainable
actions within an organization (Lourengo, Callen, Branco, & Curto, 2014).
Dow Jones Sustainability Index. The DJSI was created in 1999 to specifically focus on
the financial performance of sustainability-driven firms (Hoti, McAller, & Pauwels, 2007). The
indices which were created by the Dow Jones Index utilized determinate factors provided by the
SAM Group, and included 60 industry groups and 18 market sectors (Hoti et al., 2007). To be
included into the sustainability index, firms must disclose information that reflects sustainability
actions, which can typically be found in their publicly disclosed sustainability reports. The SAM
Group audits these reports and ensures that firms are compliant (López, Garcia, & Rodriguez,
2007). The corporate sustainability assessment is completed through a questionnaire provided
by SAM and is one of the most important sources of information used to determine suitability
(Windolph, 2011). Beloe, Scherer, and Knoepfel’s (2004) research claimed that the DJSI was
one of the best sustainability indices which use a best-in-practice assessment process. The report
generated by Sadowski, Whitaker, and Buckingham (2010) supports this assertion when showing
a survey of more than 1000 sustainability professionals revealed the DJSI had the highest index
credibility.
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One of the primary reasons for their development was to create performance indicators
from investable concepts and report on their financial performance (Christofi et al., 2012). For
this reason, the DJSI also helps to quantify and develop social, ethical, and environmentally
sustainable practices that help provide benchmarking for the management of other sustainable
portfolios and products (Hoti et al., 2007). This system creates two financial sector benefits: (a)
the incentive for companies to have sustainable policies that will increase their shareholder value
and (b) helping to reduce risk within the financial sector and reward sustainable decisions
through profitability (Christofi et al., 2012).
Robinson et al.’s (2011) research showed evidence that the acceptance of a corporation
into the DJSI positively impacts the firm’s value, and inversely there was a negative effect to
value when it was removed. Specifically, it was found that a company which has been integrated
into a DJSI index on average experiences an increased market value of almost 2.1% (Robinson et
al., 2011). These benefits have been explained by the amount of thorough examination of the
DJSI and audits by SAM that are provided for entrance and remove from the indices. The DJSI
utilizes the evaluation of intangible assets, organizational structure, and development of
employees, strategic plans, investor relations, and corporate governance all as methods to both
identify sustainable leadership firms and dismiss firms that are no longer adhering (López et al.,
2007).
The DJSI tracks company performance through a rigid corporate sustainability
assessment, of which the sole objective is to measure and verify corporate sustainability and
performance (Searcy & Elkhawas, 2012). This rigid standard of thoroughly and consistently
vetting sustainable organizations has increased DJSI popularity and use within academic
research as a standard for determining sustainable organizations. Researches have noted that a
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wide predominance of research conducted on sustainable corporations utilizes the DJSI as a
proxy for measuring the sustainability of organization (Lourengo et al., 2014). In addition, DJSI
is widely accepted as having the reputation for identifying sustainable leadership within an
organization (Lourengo et al., 2014).
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Section 2: The Project
This project examined the relationship between sustainable leadership practices and
profitability in U.S. Banking institutions. The methodology and design of the quantitative study
was clearly presented. A thorough outline of how companies were selected based on their
acceptance into the DJSI and their classification as determined by Global Industry Classification
Standard (GICS) will be reviewed. The population and sampling of the study to banking
institutions between $10 and $1 billion in market capitalization was discussed. The data were
collected from public sources based on the required filling of banking institutions with in the
U.S. and that methodology is explained.
Purpose Statement
The purpose of this quantitative correlational study was to determine if there is a
relationship that exists between sustainable leadership practices integrated into U.S. banking
institutions and profitability. Since the financial crisis of 2008, pressure on sustainability within
the financial industry in the U.S. has increased. This study examined if sustainable leadership
actions have affected their profitability between the time periods of 2008 and 2016. This was
completed by using the DJSI composite for verification of sustainability and measuring
profitability of U.S. banking institutions with market capitalization between $10 and $1 billion.
Role of the Researcher
The role of the researcher was limited in this study. The researcher was not directly
contacting any of the institutions and was collecting only publicly available information that
could be located on various public internet websites. No interviews or administration of surveys
were conducted as the sustainable determinates are published within the DJSI and the
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profitability information was also published publicly. The researcher analyzed the data based on
a quantitative study.
Participants
Participants were not used in the study, as the collection of information was archival data.
The elimination of participants from the study reduced potential biases that could have been
incorporated through surveys or interviews. The reliability of the study increased by using
federal data collected and publicly posted as required for U.S. banking institution and maintained
by the U.S. Securities and Exchange Commission. Information regarding the DJSI criteria and
inclusion into the sustainability index was also public information and remained unbiased from
participant interaction.
Research Method and Design
A quantitative correlational study was conducted to identify if a relationship exists
between sustainable leadership and U.S. banking institutions. A quantitative method was chosen
to reduce potential bias that be introduced in surveys or interviews. A correlational study was
elected to determine if a measurable relationship exists in profitability. This method and design
were elected over other forms to insure more validity and reliability of results.
Method. Lee (1992) stated that a quantitative approach is appropriate when an analysis
of corporate earnings is being conducted. This study specifically reviewed the corporate
earnings statements between the period of 2008 and 2017 attempting to identify if a relationship
to profitability exists. Research by Lock and Seele (2015) showed the predominance of
quantitative studies submitted to the Journal of Business Ethics is completed through
questionnaires and interviews. This study focused on sustainable leadership practices that
included ethical components but was not the only component of business application. The
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quantitative approach through a correlational study added to the literature currently published. A
qualitative approach was not chosen because the data being collected were numeric in nature and
does not require interviews of surveys. Székely and Knirsch (2005) stated that qualitative
studies using surveys or interviews can be less reliable for research that requires the analysis of
measurable data.
A qualitative approach to reviewing this topic would have required a deeper analysis of
each individual company to determine sustainable leadership through surveys or interviews.
Delmas and Blass (2010) identified a primary challenge of determining sustainable index
methodology was the cost and complexing of trying to obtain proprietary information from each
corporation. This process is very time consuming to complete at such a large scale and would
have been costly to obtain from an outside vendor that may not have been willing to disclose the
proprietary data; making a qualitative assessment of each organization unreasonable for the type
of scale this research is extending. Lee (1992) found that a qualitative approach can be more
subjective by introducing potential bias of the researcher and information provided from the
participants.
Research Design. Leedy and Ormrod (2010) stated that correlational research is focused
on the relationships between variables within populations. This study focused on the relationship
between the variable of sustainable leadership in the population of U.S. banking. The study
investigated the relationship between the independent variable of sustainable leadership
organizations and non-identified sustainable leadership organizations and the differences in the
variables of net income, market value and ROA. The purpose of correlational research, as
defined by Leedy and Ormrod, is to investigate the differences in variables relationship to
differences in one or more variables.
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Descriptive or exploratory quantitative research designs are used when very little
information is known about a phenomenon (Sousa, Driessnack, & Mendes, 2007). The primary
purpose was for the researcher to observe and dictate the aspects of the phenomenon to
determine if it was occurring and at what frequency. There is extensive literature that already
discusses sustainable leadership and business theory that make using an exploratory design
inappropriate. An experimental quantitative design requires the researcher to focuses on the
intervention into a study group and then measures the outcome (Apuke, 2017). This study did
not interject control groups or changes into a system, but observed the current actions and
documenting if a relationship had occurred. In final comparison, a Causal-Comparative study
looks at differences between groups, while the correlational study attempts to identify if there are
relationships between variables within a single group (Apuke).
Sousa et al. (2007) stated that quantitative research is focused on quantifying the
relationship between variables both the independent and the dependent. The general problem
identified was the impact of sustainable leadership on profitability was not known. The
independent variable for this study was sustainable leadership as identified by acceptance into
DJSI composite. To determine the impact on profitability, the dependent variables were net
income, ROA, and market value obtained from published corporate earnings statements between
2008 and 2017. Using the independent variable, two groups were identified as those accepted
into the DJSI and those not accepted. Using the collected dependent variables of each company
within each populations and study were conducted to see if a correlation existed between
sustainable leadership and profitability. This provided a response to the hypotheses of if there
was a statistically significant relationship between sustainable leadership and profitability in U.S.
banking companies. The information also provided a response to if there was a significant
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relationship between sustainable leadership and each dependent variable of net income, ROA,
and market value.
Population and Sampling
The population of U.S. banking institutions is identified through the S&P Dow Jones
Indices, which uses GICS to determine which companies are banks. The GICS methodology is
accepted as a reliable source for investment research, portfolio management, and asset allocation
(GICS, 2016). The GICS was specifically elected because the DJSI uses the GICS classification
method to determine nation and industry. This ensured there was not a discrepancy in
classification that may have reduced reliability of the results. The population utilized was coded
within GICS as Banks (401010), which specifically includes Diversified Banks and Regional
Banks but excludes Thrifts and Mortgages Finance (401020), Diversified financials (4020) and
Insurance (4030). The reason for electing only to utilize banks classified as (401010) was to
provide the strongest comparison possible of like companies within a specific sector. Research
on sustainability leadership indicated that sustainability factors vary depending on sector and
isolating this population into one focus group contributed to the validity of the results.
The sample population included in the sustainable leadership group was determined by
using the DJSI inclusion. The DJSI sustainable determinates are provided by SAM Group an
independent research group who audits and ensures firms are compliant in sustainability factors
(Hoti et al., 2007). The DJSI was elected because it utilizes a best-in-practice assessment
process to determine eligibility (Beloe et al., 2004). Sadowski et al.’s (2010) survey of more
than 1000 sustainability professionals revealed that the DJSI had the highest index credibility.
Based on the rigorous standards and high level of credibility the DJSI was chosen to be the
determinant of what banks within the U.S. are engaging in sustainable leadership practices. The
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DJSI firms were matched with non-DJSI firms based on industry, defined by two-digit SIC
codes, and the closet match in total asset size to ensure appropriate correlations the market
capitalization each bank was taken into consideration. All banks with over $10 billion in market
capitalization were found within the DJSI which reduces their ability to be contrasted to a nonincluded bank; therefore, all banks with over $10 billion in capitalization have been eliminated
from the study. Inversely, banks with less the $1 billion were not included in the DJSI and
therefore posed similar challenges to validity and were excluded from inclusion into the study
also. This limited the study to U.S. banks that had corresponding sizes based on market
capitalization and inclusion into the DJSI between $1 billion and $10 billion.
Data Collection
The data collected was obtained using publicly provided information. This included the
GICS, DJSI, SEC company filings, and MorningStar reports. Each of these record facilities was
accessible via the Internet to obtain verified company information. The technique for collecting
that data was to locate each of the websites and the data necessary and transfer that information
onto a single manageable Excel document for proper organization and analysis.
Data Collection Technique. The technique used to collect the data was to access the
stated public information websites and download Excel files of the information, if possible, to
ensure accurate translations of metrics. This technique was applicable to the DJSI and GICS
websites that provided direct downloads. Collecting the data from SEC filings and MorningStar
reports was more manual regarding documenting the net income, ROA, and market value. This
process was conducted manually by locating each company’s information and translating it into
an Excel document for analysis.
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Data Organization Technique. Organization of the data was compiled on a single Excel
document with multiple tabs. The first tab utilized the extracted data from the GICS used to
determine all the sector and industry classification of the United States Banking institutions.
This data were then filtered down to the population of GICS classified as Banks (401010) which
specifically included Diversified Banks and Regional Banks, but excluded Thrifts and Mortgages
Finance (401020), Diversified financials (4020) and Insurance (4030). The reason for electing
only to utilize banks classified as 401010 was to provide the strongest comparison possible of
like companies within a specific sector.
The next tab showed the data regarding companies listed on the Dow Jones Sustainability
Index were collected directly from RobescoSAM website that provided the companies listed as
of December 31, 2016 in the DJSI Invited Universe. These two tabs were then merged into one
spreadsheet which revealed which U.S. banks were included in the DJSI Invited Universe and
which were excluded. Data were collected from the SEC filings and MorningStar reports for
each variable of net income, market value, and ROA to produce the calculation of profit ratios.
This information was provided within the SEC filing reported in the 10-ks by each company
publicly. The collection of U.S. bank information regarding profitability was then manually
populated between the time periods of 2008 and 2017.
Summary of Data Collection. The collection of data was conducted through available
public data utilizing both directly downloadable formats of Excel information and manual entry
of profitability data by using a confirmation method of two public sources. This data were then
organized into a single Excel document that were kept secure at all times throughout the research
process. The Excel document included references as to where the data were obtained to ensure
validity and security was properly managed.
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Data Analysis
Data analysis addressed if there was a statistically significant relationship between
sustainable leadership and profitability in U.S. banking institutions by examining three indicators
of profitability: net income, ROA, and market value. These metrics were utilized in López et
al.’s (2007) examination of sustainable development and corporate performance and are
commonly referenced as metrics used to determine profitability. The data were reviewed using
the software tool Excel to complete descriptive statistics, correlation, and ANOVA as
appropriate. The key variable was the DJSI, which indicated if the firm was a member of the
DJSI or was a firm of similar size and bank industry, but not a member of the index. The control
variables were size of the assets under management and the GICS coding as a U.S. banking
institution.
Hypotheses 1. Using the independent variable of net income, the data analysis
determined if there was or was not a statistically significant relationship between sustainable
leadership and net income in U.S. banking institutions. The aggregate mean, standard deviation,
and correlation coefficients during the stated period of net incomes were calculated then
analyzed.
Hypotheses 2. Using the independent variable of market value, the data analysis
determined if there was or was not a statistically significant relationship between sustainable
leadership and market value in U.S. banking institutions. The aggregate mean, standard
deviation, and correlation coefficients during the stated period of market values were calculated
then analyzed.
Hypotheses 3. Using the independent variable of ROA, the data analysis determined if
there was or was not a statistically significant relationship between sustainable leadership and
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ROA in U.S. banking institutions. The aggregate mean, standard deviation, and correlation
coefficients of the stated period of ROAs were calculated then analyzed.
Summary of Data Analysis. To measure profitability, the independent variables of net
income, market value, and ROA were examined to determine if a statistical correlation was
present with sustainable leadership as determined by the variable of DJSI. This analysis was
conducted using the mean, standard deviation, and correlation coefficients between each
independent, and if a correlation was found, a final ANOVA analysis was conducted on the
variable’s aggregate timeframe of 2008 and 2017. An example of how the results were displayed
is shown below:

Quantitative Reliability and Validity
The reliability of sustainable identified companies is based upon the academic literature
by Beloe et al. (2004) stated the DJSI was one of the best sustainability indices which use a bestin-practice assessment process and most commonly utilized for academic research. The use of a
publicly traded index DJSI, which is also common to other academic research studies, helps
insure the results are repeatable. Using over 30 banks in each population groups helps ensure
proper saturation of the samples in both sustainable leadership banks and non-sustainable
counterparts.
The validity of the search can be established using the DJSI, which was ranked as having
the highest index credibility in class (Sadowski et al., 2010). SAM Group audits of the DSJI
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sustainable reports help to ensure that firms are compliant and increase validity of the
incorporated companies (López et al., 2007). In addition, the net income, market value, and
ROA are created by using statements obtained from public federal information and confirming
that with 10-k reports.
Summary
The quantitative correlational study of the relationship between sustainable leadership
practices and U.S. banking institutions has been described. The role of the researcher was
limited because there was no direct interaction with companies being examined, only the
collection of public data. A quantitative correlational study was chosen to reduce potential bias
introduced through surveys and a correlational study was elected to best determine if a
measureable relationship exists with profitability. The usage of GICS to determine a consistent
categorization of U.S. banking institutions provides a strong validation of results. The
determination to use the DJSI as the determinate for sustainable leadership was well documented
within prior academic research as a reliable method.
The next section will present the outcome of the quantitative study that has been
articulated. It will show the results of each of the hypotheses stated and how they contribute to
the business field of study and theoretical framework. There is a detailed discussion of how the
finding is relevant to sustainable business practices and leadership methods. The section
includes recommendation for action and further study based on the results of the research
conducted.
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Section 3: Application to Professional Practice and Implications for Change
Research has shown a positive correlation to sustainable leadership and corporate
profitability (Avery & Bergsteiner, 2010, 2011; Joyce & Slocum, 2012; Wong & Avery, 2009;
Christofi et al., 2012). The study specifically examined the relationship between profitability
and sustainable leadership on U.S. banking institutions during the timeframe immediately
following the mortgage crisis of 2008. Paulet et al.’s (2015) research showed the financial sector
began to understand the benefits that socially responsible actions could have on organizations
profits and public image. This research examined if sustainable leadership actions taken by
banking institutions in the United States have led to increased profitability.
Overview of the Study
This study was completed to examine the relationship between profitability and
sustainable leadership specifically on U.S. banking institutions between 2008 and 2017. The
study of corporate responsibility and sustainable actions has increased over the last decade;
however, the predominance of academic studies published were macro in scope and not industry
specific (Margolis et al., 2009; Suriyankietkaew & Avery, 2016). This study examined
specifically banking institutions within the financial sector limited to the United States. The
financial sector has been high reviewed post the mortgage crisis of 2008, but the impact of
sustainable leadership has not been reviewed during the timeframe following.
Companies were included into the research by using the global GICS system to determine
eligibility based on location and coding as a bank. Companies were then randomly numerically
coded and identified as either 0 for not being included in the DJSI or 1 as being included in the
DJSI. Data on each financial institution were obtained using public information presented on
MorningStar and SEC government websites. Companies that had undergone takeovers, mergers,
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or other impacts to determine clear financial calculations were eliminated from the testing. This
left a total of 85 companies which were included in the research 50 of which are ranked as 0 for
not included and 35 ranked as 1 as being included in the DJSI.
Presentation of the Findings
This section contains the finding of the study. The researcher designed the study to
examine three different hypotheses. The results of the study are organized by the findings,
descriptive statistics, correlation, ANOVA, hypothesis, and the relationship to the academic
research. The researcher included how prior academic literature addressed in Section 2 related to
the findings produced by the study and contributed to the larger body of literature regarding
sustainable leadership and U.S. banking institutions for the time between 2008 and 2017.
The population used in this study consisted of U.S. banking institutions as determined by
the common global classification standard GICS. The independent variable of the study is the
banks inclusion into the DJSI. The determination of the independent variable inclusion revealed
that companies with over ten billion in market capitalization were all incorporated into the DJSI,
similarly the lack of companies included in the DJSI with under one billion in market
capitalization determined the best comparison of independent variables to be between ten and
one billion in market capitalization. The compound annual growth formula, or adjusted
compound annual growth when appropriate, was used to normalize the comparison of net income
growth between companies. This calculation ensured that an equal comparison could be
conducted between both large net income and small net income companies. The compound
annual growth formula, or adjusted compound annual growth when appropriate, was also used
for calculating the market value changes between the stated timeframe. The average annual
change was used to calculate the ROA.
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Table 2
Descriptive Statistics

Descriptive Statistics

Not Included
Net Income

Mean
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
Minimum
Maximum
Sum
Count

0.1619
0.0207
0.1099
#N/A
0.1466
0.0215
2.0854
1.5302
0.6572
-0.0197
0.6375
8.0958
50

DJSI Included Not Included DJSI Included
Net Income
ROA
ROA
0.1544
0.0206
0.1185
#N/A
0.1220
0.0149
3.1266
1.5578
0.5839
-0.0044
0.5794
5.4032
35

0.0775
0.0197
0.0367
0.0378
0.1396
0.0195
6.7406
2.4653
0.7367
-0.0744
0.6622
3.8733
50

0.2040
0.0687
0.0433
0.0022
0.4066
0.1653
8.6429
2.8663
1.9189
-0.0789
1.8400
7.1400
35

Not Included
DJSI Included
DJSI Market
Market Value
Value
0.0749
0.0960
0.0106
0.0130
0.0761
0.0750
#N/A
#N/A
0.0748
0.0769
0.0056
0.0059
2.0295
-0.4350
0.7477
0.3535
0.3927
0.2920
-0.0864
-0.0430
0.3062
0.2491
3.7447
3.3603
50
35

The descriptive statistics shown in Table 2 reveal that the average net income of annual
growth is only slightly lower in companies included in the DJSI. The average annual positive
change is significantly higher in companies included in the DJSI. The compounded annual
market value change is slightly higher also in companies included in the DJSI. While average
net income of annual growth may be slightly higher in non-DJSI included companies, the higher
increase in DJSI companies ROA agrees with the other research that indicates a component of
sustainable leadership helps increase the efficiency of use in asset (Robinson et al. 2011). The
benefit can also be seen in the downstream result of a slightly higher average return in market
value (Christofi et al., 2012).
Table 3
Correlation Analysis

Net Income
Return on Assets
Market Value

CORREL
-0.03
0.22
0.14

t stat

t Critical two-tail P(T<=t) two-tail
0.250
1.989
0.804
-2.040
1.989
0.045
-1.266
1.989
0.209
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The correlation analysis shows that DJSI inclusion has little to no correlation with net
income (see above table). ROA showed a mild positive correlation that met the t stat
requirements and revealed a strong probability at .045 that the correlation is not by chance
occurrence. The data showed that market values do have a slight positive correlation; however,
they did not meet t stat requirements and have a .20 percent probability that the occurrences
could be by chance. The results of the correlation revealed a need to further investigate the
differences between the ROA populations of included and excluded DJSI.
An ANOVA test was completed to determine the difference in variance between the two
population sets.
Table 4
Analysis of Variance Results

SUMMARY
Groups
S0
S1
ANOVA
Source of Variation
Between Groups
Within Groups
Total

Count
50
35

SS
0.330
6.576
6.906

Sum
Average Variance
3.873
0.077
0.019
7.140
0.204
0.165

df
1
83

MS
0.330
0.079

F
P-value
4.160
0.045

F crit
3.956

84

The results showed the F-statistic is more than the F-critical value which mean a rejection of the
null hypothesis and there is a significant effect between the two ROA population groups. The pvalue used was 0.05 and the p-value provided in the ANOVA is less than the probability
meaning the data is accepted.
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Hypothesis One
Hypothesis H1 stated there is a statistically significant relationship between sustainable
leadership and net income in U.S. banking institutions. The researcher addressed this hypothesis
by comparing the descriptive statistics and completing a correlation analysis. The compounded
annual growth for net income was calculated to allow for the best possible comparison over the
stated period and between company sizes. The average means of the non-DJSI banks was
slightly higher at 0.162 compared to the 0.154. The correlation analysis revealed a slight
negative correlation between non-DJSI banks and DJSI included at -0.03 with a t-statistic of
0.250, t-critical of 1.989, and p = 0.804. This shows there is no notable relationship that exists
between non-DJSI banks and DJSI included banks regarding net income and the null hypothesis
of H10 should be accepted. Table 2 contains the descriptive statistics and Table 3 contains the
correlation results for this hypothesis.
The researcher found that there is no support for the theoretical framework that
sustainable leadership (Suriyankietkaew & Avery, 2016) provides a significant link to
profitability as defined by net income. The researcher utilized the DJSI as the framework for
determining sustainable leadership due to the reputation for having the ability to identify
sustainable leadership within an organization (Lourengo et al., 2014). The results of this study
show the net income of U.S. banking institutions that applied sustainable leadership practices
were not statistically different than similar institutions that did not have sustainable leadership
practices.
Hypothesis Two
Hypothesis H2 stated that there is a statistically significant relationship between
sustainable leadership and return on assets in U.S. banking institutions. The researcher
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addressed this hypothesis by calculating the average annual change of return on assets was
calculated over the stated period to show the mean of DJSI included banking institutions was
0.204 whereas non-DJSI banks were only 0.078. This correlational analysis showed a positive
relationship of 0.22 with a -2.040 t-statistic which met the t-critical of 1.989 and p= 0.045. This
positive analysis warranted further investigation to determine if there was a statistically
significant difference between the DJSI included and excluded banking institutions. Table 2
contains the descriptive statistics and Table 3 contains the correlation results for this hypothesis.
The ANOVA between the return on assets of DJSI included and excluded banks showed an Fstatistic of 4.160 and F-critical of 3.956. The p-value was 0.045 which was lower than the 0.05
required to reject the null hypothesis. These results mean the null hypothesis of H20 can be
rejected and there is a slight statistical significance of being included in the DJSI regarding the
impact on ROA. Table 4 contains the ANOVA results for this hypothesis.
The researcher found there is statistical evidence to support the theoretical framework
that sustainable leadership (Suriyankietkaew & Avery, 2016) provides a significant link to
profitability as defined by return on assets. The researcher utilized the DJSI as the framework
for determining sustainable leadership due to the reputation for having the ability to identify
sustainable leadership within an organization (Lourengo et al., 2014). The results of this study
show the return on assets of U.S. banking institutions that applied sustainable leadership
practices were positively statistically significant than similar institutions that did not have
sustainable leadership practices. The calculation of return on assets specifically measures a
company’s efficiency in using their assets to generate profits (Torok & Cordon, 2002). The
results of this study support the theoretical framework that sustainable leadership translates into
enhanced efficiency which leads to better financial performance (Harrison & Wicks, 2013).

69
Hypothesis Three
Hypothesis H3 stated there is statistically significant relationship between sustainable
leadership and market value in U.S. banking institutions. The researcher addressed this
hypothesis by calculating the compounded annual growth for market value was calculated to
allow for the best possible comparison over the stated period and between company sizes. The
average means of the non-DJSI banks was slightly lower at 0.075 compared to DJSI included
banks at 0.096. The correlation analysis revealed a slight positive correlation between non-DJSI
banks and DJSI included at 0.14; however, the t-statistic was -1.266 with a t-critical of 1.989 and
p-value of 0.209. This shows there is no notable relationship that exists between non-DJSI banks
and DJSI included banks regarding market value over the stated period and the null hypothesis of
H30 should be accepted. Table 2 contains the descriptive statistics and Table 3 contains the
correlation results for this hypothesis.
The researcher found there is no support for the theoretical framework that sustainable
leadership (Suriyankietkaew & Avery, 2016) provides a significant link to profitability as
defined by market value. The researcher utilized the DJSI as the framework for determining
sustainable leadership due to the reputation for having the ability to identify sustainable
leadership within an organization (Lourengo et al., 2014). The theoretical framework stated that
sustainable leadership would directly impact the market value of an organization (Robinson et
al., 2011). The results of this study show the market value of U.S. banking institutions that
applied sustainable leadership practices were not statistically different than similar institutions
that did not have sustainable leadership practices.
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Analysis of Findings
The researcher found that sustainable leadership in U.S. banking institutions between
2008 and 2017 can enhance some metrics of profitability by not others. Specifically, net income
showed a slightly higher mean on average over time for excluded DJSI banks but was not
statistically significant based on the correlation of -.03 with a t-statistic of 0.250 and t-critical of
1.989. The mean of market value averages was slightly higher for DJSI included banks and a
positive correlation of 0.14 was identified; however, the t-statistic was 1.266 and t-critical 1.989
was only making the correlation not statistically significant. Measuring the profitability by
reviewing the return on assets did reveal a positive statistical correlation based on the inclusion
into the DJSI. The average means of the ROA was significantly higher in DJSI included banks
with a correlation of 0.22 and a t-state of -2.040 and t-statistic of 1.989 with p = 0.045. This
warranted further investigation with an ANOVA which showed an F-statistic of 4.160 and Fcritical of 3.956. Two of the three metrics for profitability did not show a statistically significant
relationship for inclusion in the DJSI while an examination of the return on assets reveled a
positive benefit.
Application to Professional Practice
The findings of this research are applicable to the field of leadership and business.
Findings relate to sustainable leadership, sustainable business, profitability, business
management, managerial practice, CSR, and financial performance. This section contains the
application of this research study to leadership and business management and explains how these
findings are relevant to improve leadership and business practices.
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Sustainable Leadership
Sustainable leadership is a holistic approach towards guiding organizations to focus on
the balance of people, profits, and the planet through evidence-based management strategies
(Suriyankietkaew & Avery, 2016). Sustainability is focused on long-term objectives that clear
communication of goals, processes, and long-term planning. Large meta studies found over a
period of thirty-five years that there was a mild positive correlation between corporate social
performance and a firm’s profitability (Margolis et al., 2009). Research indicates that
sustainable leadership is significantly linked to corporate financial performance
(Suriyankietkaew & Avery, 2016). The benefits of sustainable leadership are continuing to be
examined and reviewed as the leadership method is continuing to be integrated into more
organizations.
The findings of this study suggest that sustainable leadership can affect profitability.
These finding can be applied to sustainable leadership methods and business operations.
Examples include the training and development of leadership within banking institutions to be
aware that sustainable principles provide positive benefits to company profits and structure.
Hargreaves (2007) defined sustainable leadership as the implementation of in-depth leaning that
does not harm and provides positive value to stakeholders. The application of this research in the
training of sustainable leadership aids in the understanding of positive stakeholder value that is
increased.
Practice of Business
Business management seeks to develop efficient methods for increased profitability both
in the short and long-term. Shareholder theory states the sole purpose of business are to produce
wealth; whereas, stakeholder value focuses on the maximization of value for all or as many as
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possible. Shareholder wealth maximization does not provide long-term value but minimizes
shareholder wealth by decreasing sustainability (Sneirson, 2009). Studies have also shown a
positive correlation between CSR theory and corporate financial performance (Garriga & Melé,
2004). Business has been transitioning towards the incorporation of sustainability and social
responsibility to increase profitability in succession. Another example of this transition is triple
bottom line which aids leadership to thinking not only of economic value but how the
organization is creating social, environmental, and moral impacts (Harrison & Wicks, 2013).
The findings of this study show that sustainable leadership practices can impact
profitability within some metrics. This coincides with other research conducted by
Suriyankietkaew and Avery (2016) and Margolis et al. (2009). It also reinforces the acceptance
of stakeholder theory to holistically maximize profits for all. The application of the research
shows that sustainable leadership has a direct impact on the efficiency of asset use specifically
within banking institutions in the U.S. This research can be applied as a practice management
method for companies looking to increase their ROA. The application of this research can also
be used in business management strategies for how efficiency can be created through long-term
focus and proper internal resource allocation.
Biblical Implications
The Biblical implication of this study reinforces the capacity of man to utilize the
resources God has provided responsibly. In Matthew 25:14-30 Jesus tells his disciples the
parable that discussed stewardship. Matthew 25:15 states that a man going on a journey, “Gave
five bags of gold to one, another two bags, and to another one bag, each according to his ability”
(NIV). The parable goes on to state that the first man given five bags returned to the master the
original five plus five more, the second man with two bags gave the master and additional two;
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however, the third only returned what was originally given and he was called a, “wicked, lazy
servant” (Matthew 25:26, NIV). Jesus clearly states through this parable the requirement for
proper stewardship. The effective management of resources is the primary indicator of ROA.
The study reinforces that through sustainable leadership proper stewardship of assets through the
metric of ROA can be increased. Organizations that integrate leadership and business practices
that focus on the proper stewardship of their resources are upholding this requirement articulated
from Jesus found in Matthew.
Prior to Jesus telling the parable of the bags He had just warned his disciples to be on
their guard because the day and the hour are unknown of Christ’s return. Matthew 24:45-46
states,
Who then is the faithful and wise servant, whom the master has put in charge of the
servants in his household to give them their food at the proper time? It will be good for
that servant whose master finds him doing so when he returns. (NIV)
The stewardship of business through income, asset, individuals, and design are all aspects that
God desires faithfulness and glorification through. This can be accomplished by the integration
of leadership methods that enhance stewardship.
In Luke 14:28 Jesus stated, “Suppose one of you wants to build a tower. Won’t you first
sit down and count the cost to see if you have enough money to complete it?” The concept of
sustainability speaks directly to this passage in regard to long-term planning. Businesses should
not be structured to only focus on meeting the demands of today; but, long-term focused on how
to be adequately structured to meet the demands of tomorrow through long-term planning. Jesus
is recounting that the building of a tower, or business, should entertain all possibilities of
outcome to ensure the continuation of the project can be completed.
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The apostle Paul, inspired by the Holy Spirit, wrote in 1 Corinthians 6:12 that, “All things
are lawful, but not all things are profitable; all things are lawful but not all things edify.” While
activities within a business maybe lawfully conducted, an examination of if they are edifying to
God should be conducted. Sustainable leadership and practices take into consideration not only
the immediate profitability but the long-term impact of actions. Avery and Bergteiner (2011)
stated that sustainable leadership is focused on the long-term stability, value, quality of service
and treatment of employees. This approach towards management of businesses glorifies God
and integrates a Biblical worldview into organizations. Dervitsiotis (2005) added that the
responsibility of sustainable leadership was to best equip organizations to learn better, faster and
become more flexible to adapt to future challenges that could occur. This study shows how the
proper allocation of resources through sustainable leadership can both provide stewardship and
accountability to God and stakeholders. Taking a stakeholder approach, viewing the holistic
impact of actions, further exemplifies how an organization can maximize the value to as many as
possible.
Recommendations for Action
The results of this study show that sustainable leadership can impact some metrics of
profitability, specifically ROA. The recommended action from this study is to integrate
sustainable leadership practices into additional companies to enhance efficiency and allocation of
resources in other organizations. The recommended specific steps to implement sustainable
leadership into additional organizations are: (a) develop a top down training program for the
implementation sustainable leadership methods within the organization, (b) develop a specific
action plan for each department of the organization to reflect sustainable activities, (c) design a
metric for the organization to properly measure the saturation and effectiveness of sustainable
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actions, and (d) review and monitor the implementation of sustainable leadership policies and
make adjustments as appropriate.
The results of this study are specifically relevant to U.S. banking institutions. Taking a
broader perspective, the results could also be relevant to both global banking institutions and
corporate institutions that seek to maximize stakeholder performance. Examples include the
broader financial institutions that are only identified as banking organizations such as
investment, insurance, credit, and mortgage. Other sectors of the industry that could also
potentially benefit from an increased ROA are manufacturing, technology, healthcare, retail, and
hospitality. The results of the study should be disseminated to organizations and leadership
operating in different sectors looking to enhance profitability through sustainable methods. The
findings of this study can also be published in academic and industry specific journals to enhance
the capability of use and application. The finding can also be distributed through online media
sources such as reports, social media, and blogs.
Recommendations for Further Study
The results of this study contributed to the limited body of literature that exists regarding
the relationship between sustainable leadership and profitability. Further studies are
recommended regarding this topic. This section contains the recommendation for further study
to include sustainable leadership, methods, and profitability.
The topic of sustainable leadership and the direct relationship between activities and
profitability should be further examined. This study specifically reviewed the metrics of
profitability; however, a study that looks at how specifically sustainable leadership develops
activities that continue to better ROA would be critical in how the application of those methods
could be integrated into other organizations. This micro-examination of sustainable leadership
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and ROA will provide a greater depth of results to extrapolate better business management
techniques.
The method used to determine sustainable leadership in this study was the inclusion into
the DJSI. An alternative study using the same methods but with a different determination
method for sustainability could produce a greater depth of results regarding the relationship
between profitability and sustainable leadership. Avery and Bergsteiner’s (2011) method for
determining sustainable leadership for the companies that identified used a Sustainable
Leadership Questionnaire. This questionnaire can provide additional information regarding how
sustainable leadership is directly impacting corporate actions and the correlating results. Other
metrics used to determine sustainable leadership should also be considered expand the academic
research.
Further study should be conducted regarding additional metrics of profitability and the
time period should be extended. Sustainable leadership methods have a long-term approach and
can take a longer period of time to the impact of those changes than the time period examined.
Examples of other metrics of profitability that should be examined are comparisons of gross
profit, net profit, return on capital employed, operating margin, return on equity, or return on
investment. An examination of all these metrics should provide additional results to determine
the degree to which sustainable leadership does or does not impact profitability. Prior meta
studies conducted over a thirty-five-year period reveal a great positive correlation to sustainable
practices and profitability (Margolis et al., 2009). Additional study should be conducted more
consistent with this time period or longer to enhance academic research.
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Reflections
The researcher began this study with the anticipation that all metrics of profitability
would reveal a positive statistical correlation to being included in the DJSI. This assumption was
based on the theoretical framework and academic research. The research showed that part of the
assumptions was correct through the positive statistical correlation found with the measure of
ROA; however, the net income and market value were not found to be statistically significant.
The results of this study revealed to the researcher that how sustainable leadership
impacts profitability is differentiated across metrics. Previous to the study, the research
postulated that market value would have the highest positive correlation to inclusion into the
DJSI based on the theoretical research. The researcher suspected from the current academic
research that, out of the three-profitability metrics, the market value would show the strongest
correlation. Additionally, the researcher anticipated that due to the social pressure for cultural
reform in banking institutions after the mortgage crisis of 2008 there would be a higher measure
of profitability for sustainable leadership companies. The research postulated that the focus on
the financial sector would provide a larger variance of results than within any other sector due to
the economic influences. The research also concluded previously that a measurement of
approximately a decade would be sufficient to impacts of sustainable leadership to influence
profitability.
The results of this study showed that in some metrics of profitability, such as ROA, a
statistically significant correlation was found, but in others it was not identified. The
researcher’s perceptions regarding how long it takes for sustainable leadership to impact
profitability have been changed. The researcher believes a study conducted over a longer course
of time could show different results for net income and market value. The researcher also
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reflected on the Biblical principles incorporated in this study. From a Biblical perspective
individual are called to be good stewards of the assets that have been entrusted to them from God
(Matthew 25: 14-30). This study revealed ways that leadership can implement methods to
increase stewardship of God’s goods through sustainable methods.
Reflecting further on 1 Corinthians 6:12 that states, “all things are lawful but not all
things edify” also suggests that just because profitability can be obtained lawfully in one way
does not mean it edifying for all stakeholders. Sustainable leadership takes a broad stakeholder
viewpoint that requires not conducting business solely for profit but in a way that increase
edification and ultimately glorifies God. Even if leaders do not understand the Biblical
implication of sustainable leadership, the effects of sustainable leadership can still result in an
edify act towards God that could potential bring revelation.
Summary and Study Conclusions
The researcher designed this study to examine if sustainable leadership within U.S.
banking institutions was correlated to a different level of profitability compared to companies
that did not incorporate sustainable leadership. The researched specifically investigated the
metrics of profitability defined through net income, ROA, and market value. The determinate
for sustainable leadership was the inclusion into the DJSI. The sample population was isolated
to companies with between $10 and $1 billion in market capitalization. The time frame the
profitability metrics were gathered during was between 2008 and 2017. The results of the study
found that a significant statistical relationship exists between inclusion in the DJSI and ROA.
The results also found that a statistically significant relationship could not be identified for DJSI
included banks for net income and market value.
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The results of this study will help address the gap in literature regarding sustainable
leadership, effects sustainable actions after 2008, and the impact of sustainable practices on
profitability. Sustainable leadership is a newly evolving method of leadership that has developed
from traditional leadership methods such as transformation and ethical leadership. This research
will help address the gap in literature that exists regarding sustainable leadership as the method
develops in academic understanding. Much of the current literature regarding sustainable
practices has not been sector specific and this research will help provide a better perspective of
how specific sectors can have a different outcome in correlation than larger meta studies. This
study filled a gap in the literature of areas that were widely unsearched.
As globalization of commerce and competition for resources increases companies will
continue to seek alternative methods for increasing profitability and maintaining competitive
advantages. This has led many organizations to integrate sustainable practices implemented
through sustainable leadership. The findings of this study are useful and relevant to the
justification of implementing sustainable leadership into corporations. These finding are useful
for the direct application of organizations outside of the specific segmentation of banking to
include investment, mortgage, credit, and financing companies. The practices could also be
broadly applied to non-U.S. based organizations to experience the benefit of increased ROA.
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Appendix A – Study Data Set
Company # DJSI Inclusion Net Income Return on Assets Market Value
56
0
0.105
0.012
0.005
62
0
0.073
0.038
0.169
17
0
0.089
0.036
0.096
23
0
0.329
0.083
0.167
3
0
0.334
0.077
0.110
67
0
0.210
0.018
0.108
75
0
0.148
-0.019
0.076
60
0
0.020
0.021
0.069
27
0
0.057
0.033
0.079
50
0
0.082
0.020
0.021
12
0
0.132
0.151
-0.086
52
0
0.197
0.024
0.180
68
0
0.221
0.456
0.043
6
0
0.049
-0.022
0.112
54
0
0.017
-0.021
-0.004
24
0
0.339
0.087
0.044
80
0
0.163
0.029
0.306
77
0
0.161
0.038
0.028
22
0
0.453
0.131
0.102
14
0
0.186
0.076
0.156
34
0
0.390
0.130
0.074
72
0
0.637
0.101
0.172
64
0
0.107
0.028
0.292
19
0
0.057
0.029
0.046
63
0
0.106
0.382
-0.044
8
0
0.173
0.052
-0.020
70
0
0.077
0.004
0.087
82
0
0.078
0.032
0.076
5
0
0.363
0.071
0.065
58
0
0.225
0.102
0.047
30
0
0.039
-0.022
0.042
33
0
0.237
0.056
0.031
84
0
-0.020
-0.052
0.112
36
0
0.155
0.202
0.017
41
0
0.021
-0.054
-0.065
11
0
0.028
0.010
0.013
85
0
0.052
-0.016
0.014
55
0
0.082
0.050
0.086
44
0
0.164
0.028
0.044
57
0
0.035
0.662
0.095
48
1
0.120
0.066
0.096
4
1
0.141
0.069
0.092
31
1
0.579
0.102
0.071

Company # DJSI Inclusion Net Income Return on Assets Market
18
0
0.063
-0.038
0.049
53
0
0.065
-0.039
0.090
32
0
0.126
0.042
0.132
65
0
0.444
0.091
0.128
46
0
0.127
0.306
-0.029
83
0
0.075
0.023
0.076
47
0
0.029
-0.074
0.078
42
0
0.577
0.046
0.088
66
0
0.109
0.411
0.070
26
0
0.111
0.043
0.099
61
1
0.299
0.211
0.160
79
1
0.277
0.031
0.190
69
1
0.090
0.463
0.069
10
1
0.106
1.840
0.249
73
1
0.061
-0.034
0.072
2
1
0.321
0.104
0.232
25
1
0.145
0.707
0.211
38
1
0.055
0.010
0.055
13
1
0.106
0.286
-0.021
29
1
0.116
1.379
0.168
35
1
0.139
0.013
0.110
49
1
0.161
-0.046
0.079
1
1
0.118
0.318
0.169
59
1
0.213
0.036
0.093
39
1
0.196
0.043
0.041
16
1
0.335
0.083
0.167
28
1
0.097
0.788
0.211
78
1
0.255
0.032
0.234
71
1
0.143
-0.024
0.064
51
1
0.085
0.369
-0.041
9
1
0.058
-0.002
-0.043
37
1
0.252
0.033
0.075
21
1
0.063
-0.020
0.005
76
1
0.108
0.021
0.043
40
1
0.032
0.002
0.022
74
1
-0.004
-0.079
0.074
43
1
0.389
0.147
0.053
81
1
0.152
0.080
0.065
7
1
0.027
0.013
0.034
15
1
0.008
0.102
0.071
20
1
0.095
0.002
0.105
45
1
0.066
-0.006
0.084
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Appendix B – List of Included U.S. Banks
Webster Financial Corp (CT)
Bank of the Ozarks Inc.
Home Bancshares Inc
Community Bank System
Centerstate Bank Inc
Old National Bancorp (Indiana)
BancorpSouth Inc (MS)
First Financial Bancorp
Valley National Bancorp (NJ)
PacWest Bancorp
First Commonwealth Financial Corp.
United Community Banks Inc
Synovus Financial Corp (GA)
First Merchants Corp.
Fulton Financial Corp (PA)
Wintrust Financial Corp
Bok Financial Corp.
Tompkins Financial Corp.
Capitol Federal Financial
First Financial Bankshs (TX)
United Bankshares Inc (WV)
Legacytexas Financial Group Inc
Wintrust Financial Corp.
Eagle Bancorp Inc
Western Alliance Bancorp
Mainsource Financial Group Inc
CVB Financial Corp.
Radian Group
MGIC Investment Corp
NBT Bancorp Inc
Hope Bancorp, Inc
Lakeland Financial Corp.
Heartland Financial USA Inc
Ameris Bancorp
Prosperity Bancshares Inc
First Busey Corp.
Chemical Financial Corp (MI)
Commerce Bancshares Inc (MO)
Umpqua Hldgs Corp
Associated Banc-Corp (IL)
S & T Bancorp Inc
Banc Of California Inc
First Interstate Bancsystem

MB Financial Inc
Brookline Bancorp Inc
Glacier Bancorp Inc
Seacoast Banking Corp. Florida
Farmers & Merchants Bank
Washington Federal Inc.
Sterling Bancorp/DE
First Midwest Bancorp Inc
Popular Inc (Puerto Rico)
Union Bankshares Corp.
Southside Bancshares Inc
Trustmark Corp.
1st Source Corp.
Peoples United Financial Inc
Boston Private Financial Holdings Inc
Park National Corp.
Pinnacle Financial
International Bancshares Corp.
East West Bancorp Inc
Farmers & Merchants Bancorp
Banner Corp.
Wesbanco Inc
Enterprise Financial Services Corp.
Hanmi Financial Corp.
South State Corp.
Hilltop Holdings Inc
CIT Group Inc
Bancfirst Corp.
Iberiabank Corp
Pacific Premier Bancorp Inc
Cullen Frost Bankers (TX)
Bank of Hawaii Corp
Simmons First National Corp.
UMB Financial Corp
Renasant Corp.
Texas Capital Bancshares
Signature Bank NY
Townebank
Cathay General Bancorp
Northwest Bancshares Inc
City Holding Company
Westamerica Bancorporation

